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PREFACE

The question this book asks is “Why is aid given?” The question may seem
odd since, after a half century of aid-giving, aid is a familiar and expected
element in relations between states. And yet, in the middle of the first dec-
ade of the twenty-first century, foreign aid is much in the news. After major
declines during the 1990s, aid levels are again rising. Aid’s purposes are still
debated, but development aid—apparently headed for extinction in the
1990s—is making an impressive comeback.

“Why is aid given?” is actually two questions. What purposes did gov-
ernments pursue with their aid? And why did they choose those purposes
and not others? The first question remains an important one, but it is not
new. It has been asked since the origins of aid-giving in the middle of the
twentieth century. Scholars and practitioners have debated whether it was
or should be provided for primarily diplomatic purposes—advancing the
national security and economic interests of the donor country—or whether
it was or should be provided mainly to help better the human condition in
countries receiving the aid. This book describes the evolution of aid’s pur-
poses over the fifty years of aid-giving. But it goes beyond narrative to dig
into the second question of why governments have pursued the mix of pur-
poses they have with aid —whether diplomatic, developmental, relief, com-
mercial, cultural, or others. International events, trends, and pressures are
important in answering this question, but they are far from enough. To an-
swer the question, we need to understand the often neglected domestic
politics of aid in aid-giving countries—the widely shared ideas and norms
shaping aid-giving, the political institutions in which aid decisions are
made, the interests competing for influence over aid’s purposes, and the or-
ganization of governments to manage their aid. This book compares these
forces at work in five countries: the United States, Japan, France, Germany,
and Denmark. Each has a separate and interesting tale to tell about the in-
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fluence of domestic politics on aid’s purposes, and each has a story about the
changing nature of aid-giving.

This book begins by examining the nature of foreign aid and the con-
cepts to be used in the study. Chapter 2 provides a history of aid and also
the international context in which governments made key decisions on the
amount, country allocation, use, and terms of their aid. Chapters 3 through
7 examine in detail the profiles and domestic politics of aid in the United
States, Japan, France, Germany, and Denmark. A final chapter draws com-
parisons and lessons from these five case studies in aid-giving and peers into
the probable future of foreign aid in the twenty-first century.

I should say a word about my own engagement in foreign aid. In addition
to a decade of scholarly research on foreign aid, I have spent thirteen years
offand on in the US government, working on foreign aid issues from a vari-
ety of institutional perches: from the Office of Management and Budget—
the only agency in the US executive branch where professionals are re-
warded for criticizing policies and programs and for cutting budgets;
from the Congress, working on aid issues for a senator and a member of the
House of Representatives, both of whom had major responsibilities in this
area and who had to balance interests of their home constituencies and of
the US government with their own values and proclivities when it came to
foreign aid; from the policy planning staff in the Department of State, which
tried (not very successfully) to engage all US bilateral aid programs, and
later as a deputy assistant secretary of state for Africa, where my job was
in part to try to raid the budget of USAID for urgent diplomatic uses; and
finally as deputy administrator of USAID, where my job was to manage
USAID and the multiple forces seeking to shape foreign aid, to protect the
aid budget from being raided by other agencies and departments, and to
keep USAID itself from being absorbed by State. In all of these positions,
my personal sympathies were with using aid to better the human condition
abroad —recognizing that this goal was always experimental and risky,
given the limitations on our knowledge of what it takes to support complex
changes in foreign lands. But I also recognized the legitimacy and necessity
of using aid for other compelling purposes, especially the diplomatic ones
where aid was an instrument of US leadership in the world. In all of this
experience, I spent much of my time dealing with the domestic politics of
aid—inside the bureaucracy and with the Congress, the media, and the
many individuals and groups engaged with US assistance abroad. I also ob-
served the role of domestic politics in the work of aid colleagues in other
countries. I have mined these experiences over the years to inform this
book.

This was not, however, an easy book to write. One of the difficulties is fa-
miliar to historians and political scientists: to cover a significant period of
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time and shape a vast amount of information into a coherent and convinc-
ing story and to draw out conceptual and theoretical lessons. But the real
difficulty of this project for me was the tension between the complexities of
aid’s story, which I learned over the years as a practitioner, and the parsi-
mony demanded by scholarly analysis. Even with over a decade’s experience
working in the “real world” on foreign aid, it is difficult to grasp fully the
welter of events and how important apparently small or hidden details can
be. The occasional tendency for scholars to miss key factors influencing im-
portant policies or events and thereby misinterpret causes and conse-
quences feeds what I have observed as a widespread skepticism of scholarly
analysis among aid and foreign policy practitioners. On the other hand,
scholars rightly understand that to explain and analyze policies, it is neces-
sary to interpret reality in terms of broad concepts, theories (where pos-
sible), and underlying trends— otherwise, comprehending the meaning
of events and the fundamental forces shaping them is impossible. I have
suffered from this tension in my own writing— the practitioner side of my
brain usually rejects the scholarly side as being so conceptual as to be de-
tached from reality; the scholarly side of my brain assails the practitioner
side for being too mired in details to understand what has really happened.
Comments on various pieces of this book from practitioners and scholars
have followed much the same pattern. I can only hope that what follows has
struck the right balance between practice and theory and that it will help
advance our understanding of the important part of our lives—indeed the
lives of much of the world’s population—that is foreign aid.

This book could not have been written without the support of many in-
dividuals and institutions. I owe the Carnegie Corporation a special note of
thanks for awarding me a Carnegie Fellowship that funded much of the re-
search for this study. I wish also to thank the American Council of Learned
Societies and the Graduate School of Georgetown University for generous
grants to help fund this book. The School of Foreign Service at Georgetown
University provided a string of helpful research assistants, including Steph-
anie Waters, Heidi Arola, Robert Peri, Sujata Thomas, Jennifer Hird, Aliza
Pressman, Mollie Richardson, and Ellie Hopping. The Center for Global De-
velopment in Washington, DC, offered me a place to do some of my writing.
Thanks also to the Japan Bank for International Cooperation for helping to
organize my interviews in Tokyo, the Friedrich Ebert Stiftung for helping
to organize my interviews in Germany, to Professor Holger Hansen for his
invaluable information and help for interviews in Copenhagen, and Serge
Michailof and Jean-Jacques Gabas for their advice on interviews in Paris.

I wish also to thank the many people from around the world who read
parts and sometimes all of this manuscript: Ann Van Dusen, Kate McNa-
mara, Alene Gelbard, Leslie Vinjamuri, Michael Clemens, JoAnn Moran
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Cruz, Steve Radelet, David Ekbladh, David Edlestein, Bill Zartman, Steve
Heydemann, William Gormley, Nancy Birdsall, Steve Hook, Mike Feld-
stein, David Steinberg, Barbara Stallings, Dennis Yasutomo, Kaori Kuroda,
Masa Honda, Takao Toda, Juichi Inada, Debra Jewell, a number of anony-
mous officials at the Japan Bank for International Cooperation, Jeremy
Weinstein, Holger Hansen, Serge Michailof, Michel Doucin, anonymous
officials at the Ministry of Development in Berlin, two anonymous peer re-
viewers, and my husband, Curt Farrar, who read the entire manuscript
more than once. I have also benefited from the council of too many to men-
tion here. A list of those interviewed appears at the end of the book. The ad-
vice and comments have been invaluable. Any shortcomings belong to me.



CHAPTER 1

Why Foreign Aid? Setting the Stage

Foreign aid is among the “real innovations which the modern age has intro-
duced into the practice of foreign policy,” according to Hans Morgenthau,
one of the fathers of the study of relations between states.! Aid is such a
familiar and expected element in those relations today that it is often hard
to recall just how truly new it is. At the end of the Second World War, for-
eign aid as we know it today did not exist. There had been a few temporary
programs of humanitarian relief in the nineteenth and first half of the twen-
tieth centuries. But the gift of public resources from one government to
another (or to an international organization or nongovernmental organi-
zation), sizable and sustained over time, an important purpose of which was
to help improve the human condition in countries receiving the aid, was un-
heard of —even unimagined —in policy circles or by the public.?

Today, in many of the world’s poorer countries, activities funded with
aid from foreign governments and international organizations are wide-
spread and familiar. They include billion dollar reconstruction projects in
war-torn countries like Iraq and Afghanistan and microenterprise loans of
$50 or less to impoverished women in Bangladesh and El Salvador. They
comprise international research to find more productive crops and less
polluting energy sources, scholarships for PhD economists in world-class
universities, and the expansion of primary education in rural Uganda. Aid
supports girls’ education in Peru, and it helps finance the budget of the
Ministry of Education in Ghana. Children in Guatemala, Indonesia, and
Ethiopia and in numerous other countries are inoculated with aid-funded
vaccines. Couples in Latin America, Asia, and Africa use family planning
services subsidized with aid. Aid pays for HIV/AIDS research and preven-
tion and is beginning to finance the distribution of life-saving antiretro-
virals. It funds economic reforms in Malawi, debt relief in Mozambique,
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and enterprise development in Russia. Political party and media training,
elections, judicial reform, and civil society development are supported in
numerous countries in Africa, Asia, and Latin America with foreign aid, as
is humanitarian relief for natural and man-made disasters throughout the
world.

The number of organizations and countries involved in providing for-
eign aid is also large. Several dozen international organizations, like the
World Bank, the Asian, African, and Inter-American Development Banks,
and the United Nations Development Program (UNDP), plus approxi-
mately thirty governments have significant programs of foreign aid, includ-
ing all the rich countries of North America, Western Europe, and Japan as
well as oil-producing countries in the Middle East and “middle-income”
developing countries, like Korea, Thailand, and Turkey. Former socialist
bloc countries in Eastern Europe are setting up new aid programs, and even
relatively poor countries, like India and China, provide aid to other poor
countries. And in at least one case, a rich country—the United States—
has aided another rich country—the UK (to promote peace in Northern
Ireland). Total aid worldwide in 2004 amounted to just over $100 billion.?
And if we tally up all the public aid provided by governments to other
governments, international organizations, and nongovernmental organi-
zations (NGOs) between 1960 and 2004, the total amount exceeds $1.6
trillion.*

Foreign aid, though large and commonplace, is not without contro-
versy, especially in major countries providing aid. This controversy centers
on the volume of aid that donor governments should provide and the re-
lated issue of the impact of aid on development. Aid’s critics complain that
aid has been ineffective and should be cut. Aid’s advocates argue that it has
been effective, can with reforms be more effective in the future, and there-
fore, on moral and practical grounds, it should be dramatically expanded.®
However, an important part of the debate on aid effectiveness is often
missing— the mix of purposes for which aid is provided. Aid has been pro-
vided not only to promote growth and poverty reduction abroad. It has
been and continues to be provided for a variety of purposes, of which de-
velopment is only one.

If we are to understand the controversies over foreign aid, if we are to
assess fairly aid’s past impact and ensure its future effectiveness, if we are
to comprehend this important innovation in relations between states, we
need to understand why aid has been given over the past sixty years, how
and why aid’s purposes have differed from country to country, and why and
how they have changed over time. It is the intent of this book to answer
these questions.
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SO WHY AID?

Though we now take aid—especially aid for development—for granted, a
moment’s thought will remind us that aid is not only a relatively new phe-
nomenon but, in historical terms, a rather puzzling one as well. States are
responsible above all for the security and well-being of their own citizens.
Why then would they provide their own scarce public concessional re-
sources to promote, among other things, the well-being of people in other
countries?

Questioning the purposes of aid is not new among scholars of inter-
national relations.® Those scholars who interpret relations between states
through “realist” lenses—that is, that states operate in an anarchic envi-
ronment in which power, security, and survival are their predominant pre-
occupations—answer that aid is, indeed, primarily a tool of hard-headed
diplomacy. (Aid’s impact on the poor is incidental or instrumental—as a
means of increasing the security of the donor nation, for example, through
reducing the temptations of communism or terrorism.) Among the early
“realists” who argued aid was a tool for enhancing national power and se-
curity was George Liska (like Hans Morgenthau, a well-known professor
of international relations), who articulated the view that “Foreign aid is
today and will remain for some time an instrument of political power.””
And there are a handful of qualitative scholarly studies illuminating the
national-interest motivations in the aid programs of individual countries.®

During the 1970s and 1980s, a group of scholars began to use formal
modeling techniques to ascertain aid’s purposes. Their models tended to
rely on correlations between how much aid was provided particular coun-
tries and characteristics of those countries to indicate purposes (e.g., low
per capita income to indicate development purposes; amount of trade with
donor to indicate commercial purposes). The conclusions of most of these
studies gave further support to the realist prediction that bilateral aid do-
nors have been driven importantly by their own interests: for example, the
United States has been motivated by Cold War concerns; the French by
maintaining a postcolonial sphere of influence in Africa.’

Marxist scholars and their “dependency,” postmodern, and (often) anti-
globalization cousins have a different take on the purposes of foreign aid:
they regard it as a tool of dominant states at the center of world capitalism
to help them to control and exploit developing countries.'® They can point
to plenty of instances of foreign aid being tied to the export of goods and ser-
vices from donor countries or securing access to needed raw materials im-
ports on the part of those governments.

Liberal internationalists and others of the liberal tradition in inter-
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national relations would see foreign aid as an instrument or reflection of
the tendency of states to cooperate in addressing problems of interdepen-
dence and globalization. Growing amounts of aid have been channeled
through international institutions and used to expand international “public
goods,” such as controlling the spread of infectious diseases worldwide or
reducing environmental degradation.

Foreign aid has also been interpreted through the lenses of “construc-
tivism”—the newest tendency among international relations scholars—as
the expression of a norm that has evolved in relations between states that
rich countries should provide assistance to poor countries to help the latter
better the quality of lives of their peoples. The principal proponent of this
view in the recent literature on foreign aid is David Lumsdaine in his book
Moral Vision and International Politics. Lumsdaine argues that “economic
foreign aid cannot be explained on the basis of donor states’ political and
economic interests, and that humanitarian concern in the donor countries
formed the main basis of support for aid. . . . Support for aid was a response
to world poverty which arose mainly from ethical and humane concern and,
secondarily, from the belief that long-term peace and prosperity was pos-
sible only in a generous and just international order where all could pros-
per.”" Several excellent studies of aid from the Nordic countries and the
Netherlands have also interpreted that aid through the prism of ideas,
norms, and values, especially the social democratic traditions prevailing in
those countries.

None of these theories of international politics explain adequately the
complexities of aid’s purposes. And all of them together lack one important
element: the impact of domestic politics on aid-giving. Foreign aid consti-
tutes a public expenditure of significant size, repeated year after year. As
such, it is periodically reviewed (and often influenced) by a variety of ele-
ments within the executive and legislative branches of aid-giving govern-
ments. Further, it is frequently the subject of debate by the public as well as
criticism, attack, and pressures from organized groups—representing both
public and private interests—in donor countries. All of these groups can
and often do influence the purposes of aid. Finally, aid-giving governments
themselves must create coalitions of support for foreign aid within their leg-
islatures and publics to sustain aid expenditures over time. The constituents
of these coalitions in turn expect their political agendas to be reflected in
aid programs. As a result, the purposes of aid are frequently as much the
result of what happens inside of a donor government’s borders as what
happens outside them.

This study offers an analysis of aid’s evolving purposes, beginning with
an international history of aid-giving (chap. 2). It then provides five case
studies of aid-giving in major donor countries: the United States, Japan,
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France, Germany, and Denmark (chaps. 3—7). The first four countries have
been the largest bilateral aid donors; Denmark was long the largest aid-
giving country relative to the size of its economy. Although the narratives of
aid’s evolving purposes are different from country to country, each of these
case studies addresses two basic questions. First, what was the profile of
aid’s purposes in each country and how did it evolve over time? Second,
why did governments choose the particular mix of purposes they did? This
second question is answered in a common framework that emphasizes the
role of domestic political factors in aid-giving. A final chapter draws con-
clusions on the nature of foreign aid and on how various elements in the
domestic politics of that aid influence its purposes. It ends with several ob-
servations on the policy implications of this study and offers conjectures on
the future of foreign aid.

ARGUMENT AND FINDINGS OF THIS BOOK

In its narrative of aid’s history, this study will show that aid (for purposes
other than humanitarian relief) began as a temporary expedient of Cold
War diplomacy. It was not primarily an expression of altruism on the part of
aid-giving countries. Nor was it driven mainly by commercial interests or a
desire to spread capitalism. If there had been no Cold War threat, the United
States—the first and, for most years, the largest aid-giving country—might
never have initiated programs of aid or put pressure on other governments
to do so. While aid commenced as a temporary diplomatic expedient, by the
year 2000 it had become a common, and expected, element in relations be-
tween better-off and poorer states, with an increasing emphasis on improv-
ing the quality of life in recipient countries.

This history reflects the development of an international norm that
the governments of rich countries should provide public, concessional re-
sources to improve the human condition in poor countries. This norm can
be observed in the discourse on aid, the distribution and use of aid, and the
management of foreign aid in donor governments. It did not exist in 1950.
By 2000 it was widely accepted and uncontested. It evolved in significant
measure because of the domestic politics of aid-giving in donor countries—
the imperatives of governments gaining domestic support for annual aid
expenditures, the creation and professionalization of aid agencies (which
in effect became lobbies within their own governments for aid for develop-
ment), and the rise of development-oriented NGOs, which created a do-
mestic constituency for aid’s development purpose.

Diplomatic and developmental goals, evident in the history of aid, have
long been among the most prominent of aid’s purposes. However, there
have been others: humanitarian relief, commerce, culture, and, after the
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end of the Cold War, promoting democracy, supporting economic and
social transitions, addressing global problems, and preventing and mitigat-
ing conflict. Within aid-giving governments, these purposes have always
been mixed, even if one has usually been predominant. For example, in the
United States, diplomatic and development purposes have predominated.
In Japan, commercial and diplomatic goals long prevailed. In Denmark, the
priority has been on development and commercial goals. Further, aid’s pur-
poses and the priorities among them have differed from government to
government, and they have converged over time, with an increasing prior-
ity on development evident across governments, as mentioned earlier.

The domestic politics of foreign aid that have had a major impact on aid’s
purposes include widely shared ideas relevant to aid-giving, a country’s po-
litical institutions, the interests competing for control over aid-giving, and
the way governments organize themselves to manage their aid. “Ideas” are
one of the bedrock factors in the domestic politics of aid-giving. The widely
shared values and worldviews in donor countries, especially about the ap-
propriate role of the state in society and the role of the donor country in the
world, affect public attitudes toward the legitimacy and use of aid and, more
indirectly, toward the interests competing for control over aid. Further,
while values are slow to change, the way political elites frame aid-giving in
terms of those values can have a visible impact on public support for aid.
This latter point is demonstrated in the country case studies of aid-giving in
Denmark and in the United States.

Political institutions are another bedrock factor in the politics of aid-
giving. They determine who has access to decisions, who decides, who ve-
toes; and they create incentives for action on the part of organized interests.
This book will show that the structure of government (especially the role of
legislatures and their power to demand accountability from the executive,
the access they give to interest groups, and their ability to legislate aid poli-
cies) and even electoral rules affect aid-giving by influencing how and when
aid issues get on the national political agenda and how they are handled.
The rigidities in where and how the United States spends its development
assistance, for instance, arise from congressionally imposed restrictions,
which reflect, in turn, the power of that branch in the US presidential sys-
tem and the multiple points of access it provides organized private interests
to influence decisions involving foreign aid. The prominence of develop-
ment as a purpose in German and Danish aid can be traced in part to par-
liamentary systems based on proportional representation, such that politi-
cal parties at times have had to offer other parties concessions involving the
organization and volume of development aid in order to create and main-
tain governing coalitions.

Interests are the most dynamic factor in aid-giving. They typically in-
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clude those private organizations and informal networks as well as govern-
ment agencies supportive of the diplomatic uses of aid, those pushing for
the commercial uses of aid, and those engaged in the development uses of
aid. Where one of these interests is weak or lacks access to the political pro-
cess, as is the case with development interests in Japan and France, the pur-
pose of aid associated with those interests will be weak.

Finally, the way governments organize themselves to manage their
aid—whether aid programs and policy-making are fragmented or unified
and where they are located in the bureaucratic hierarchy—determines the
voice and influence of the interests within government on aid’s purposes.
Further, organizational arrangements—which institutionalize aid’s pur-
poses—are hard to change once in place, as this study will show in the cases
of France and Japan.

The findings of this study have implications for scholars, practitioners,
and the general public interested in foreign aid. First, aid is with us to stay—
at least as long as the challenge of development and the norm that the gov-
ernments of rich countries should help better the human condition in poor
ones continue. This norm does not, however, let us predict the volume of
aid provided by donor governments, its allocation to particular countries, or
even its uses from one year to the next. Those decisions are not made solely
on the basis of this norm. They also reflect budgetary and political condi-
tions at home and external events such as famines, security threats, or con-
flict, as the historical chapter and the case studies will show. Further, the
norm that rich countries should aid poor ones is not without conditions.
The publics in aid-giving countries will turn against aid for development
and other purposes if they regard it as having been wasted or used corruptly.

Despite the aid-for-development norm, aid continues to be used for mul-
tiple purposes by donor governments. New and compelling purposes of aid
have arisen since the end of the Cold War (some of which, like dealing with
global infectious diseases or environmental degradation, are closely related
to development). Diplomatic purposes of aid have undoubtedly had a boost
from the terrorist attack of 9/11. For example, aid flows to the Middle East
quadrupled between 2001 and 2004 and not just for reconstruction in Af-
ghanistan and Iraq. Foreign aid will likely continue to be used for multiple
purposes until the aid lobbies inside aid-giving countries are strong enough
to sustain by themselves the sizable transfers now part of aid-giving and can
exclude other interests from influencing their purposes. This situation does
not seem imminent.

These last two points—that support for aid within donor countries is
conditional on aid being effective and that aid’s purposes are and promise
to continue to be mixed—create a serious and impending problem for aid-
giving governments. The recent increase in worldwide aid levels has been
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justified primarily on the grounds that, with proper reforms in recipient
countries, aid will be more effective in promoting development and reduc-
ing poverty there. This promise is particularly evident in the expansion of
foreign aid in the United States and is the premise behind the creation in
2004 of the Millennium Challenge Corporation—a new aid agency.

But not all aid can be assessed on its contribution to development, be-
cause a considerable portion of it serves other purposes—humanitarian,
diplomatic, cultural, even still commercial, for example. Thus, to evaluate
the developmental effectiveness of aid, one needs to isolate the aid intended
for that purpose. But the mix of purposes—including within aid programs
for the same country — often makes isolating development-oriented aid dif-
ficult. (A further difficulty is the lack of a consensus among aid agencies and
aid experts on how best to evaluate aid’s development impact and of an
agency capable and independent enough to do so for all aid-giving. But that
is a topic for another book.) And to add one more difficulty, there have been
few efforts on the part of aid agencies or scholars of aid to evaluate the ef-
fectiveness of aid for diplomatic, commercial, or cultural purposes—long
among aid’s major goals, as this study will show.

In a few years, the publics in aid-giving countries will be demanding to
know what has been the impact on development from the recent increases
in aid. If governments providing the aid have no credible and acceptable an-
swers, we may see a weakening in support for development aid and even an
erosion of the aid-for-development norm if publics conclude aid cannot be
effective. For those engaged in aid-giving, this is the most serious threat to
the future of foreign aid.

A NOTE ON THEORY

By this time, if the reader is a political scientist, he or she will be asking what
sort of theoretical model I am using for my analysis of the politics of foreign-
aid-giving and, specifically, (with so much emphasis thus far on the domes-
tic determinants of aid-giving) how I conceptualize the relationship be-
tween domestic and international influences over foreign aid. First, on the
latter relationship, there have been several approaches in international re-
lations theorizing: Some in the realist tradition have ignored domestic po-
litical forces, assuming that states are part of an international system, which
creates its own strong incentives for policy and behavior, and act primarily
in response to challenges and opportunities emanating from that system.
A second approach, often drawing on the field of comparative politics, re-
gards domestic political factors—bureaucracies, political institutions, in-
terest groups, and values and identities—as mediating the impact of exter-
nal events and trends on foreign policy choices. A third approach looks at
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the impact of external forces on those basic elements in domestic politics —
how and when do external forces change a country’s political institutions,
its configuration of interests, its ideas about itself and the world?** None of
these approaches is adequate fully to capture the interplay of domestic and
international influences over aid’s purposes.

In a number of instances, this study will show the mediating role of do-
mestic politics as it shapes aid’s purposes. But I will present cases where
international events—for example, famines and disasters—and external
pressures affected both ideas and interests in aid-giving countries and so,
over the long run, influenced the purposes of aid. I will also show where
domestic politics, without provocation from abroad, shaped the purposes of
aid-giving.

On the broader question of modeling influences over foreign aid, I con-
fess I do not have a model, except at the broadest level where domestic and
international factors influence foreign aid’s purposes and, in turn, are over
time influenced by aid’s purposes and uses. There are too many interacting
variables to justify a model that would be both parsimonious and insight-
ful. Further, while quantitative data are essential, this study is essentially
a qualitative one—an in-depth, case-study approach, appropriate to the
complexity of my topic and my intent to deepen our understanding of the
politics of foreign aid. I employ concepts from political science to structure
my analysis and provide a basis for comparisons across aid-giving countries,
but this is not a study in political science theory.

DEFINITIONS

Let me turn to elucidating two terms used frequently in this study whose
meaning can be variable and ambiguous—foreign aid and purpose, along
with some associated concepts.

First, Foreign Aid

Foreign aid is a tricky concept. It is sometimes thought of as a policy. It is not
a policy but a tool of policy. It is sometimes regarded as including trade and
military expenditures abroad or is used to encompass all public transfers
among countries. In fact, the conventional definition of aid and the one I
use in this study is considerably narrower. Foreign aid is defined here as a
voluntary transfer of public resources, from a government to another indepen-
dent government, to an NGO, or to an international organization (such as the
World Bank or the UN Development Program) with at least a 25 percent grant
element,** one goal of which is to better the human condition in the country re-
ceiving the aid. This definition of foreign aid is close to the one the Develop-



10 CHAPTER 1

ment Assistance Committee (DAC) of the Organisation for Economic Co-
operation and Development (OECD) uses to define “official development
assistance” (ODA), with two important distinctions. First, the definition of
ODA used by the DAC involves transfers to low-income countries only.
My definition also includes “official assistance” (OA)—concessional pub-
lic transfers to promote economic and social progress in countries other
than low-income ones. These countries include Russia, the Ukraine, Israel,
Korea, and others with per capita incomes over $9,200 in 2001 dollars.*®
Including OA in my definition of foreign aid gives a more comprehensive
and coherent picture of what is truly innovative about foreign aid—an
effort to use public concessional resources from one country to bring about
sustained, beneficial change in another. Including both OA and ODA also
accords with the way politicians and decision-makers in aid-giving coun-
tries tend to regard aid—funding for both of these purposes is typically
included in the same budgets and same legislation and usually considered
together.

The second distinction involves the phrase “to better the human con-
dition” The DAC uses the term “development” instead of “to better the
human condition” but includes a variety of activities within its notion of
“development”—for example, providing humanitarian relief, supporting
economic and social progress, promoting democratization, addressing glo-
bal problems, and managing postconflict transitions. I use a more limited
definition of development here that refers to economic and social progress
in poor countries, sustained by economic growth, and leading eventually
to a reduction in poverty.'® The other, related, purposes I distinguish where
relevant. I make this distinction because, while all of these activities are
aimed at human betterment—the core innovation in foreign aid—these
other activities are sufficiently different in their ends, and often in their
means, from promoting development as I have defined it to justify their
treatment as distinct purposes in aid-giving."

Finally, it is worth emphasizing that the definition of aid specifies that
“human betterment” need be only one of the functions of intergovernmen-
tal, concessional resource transfers for those transfers to be included as
aid—and it need not even be the most important one. This study will ad-
dress not just development but aid’s other purposes— especially the diplo-
matic and commercial ones—as well as the evolving priorities among these
various purposes.

Foreign aid is used here to refer to transfers among independent govern-
ments and countries. It does not include transfers from a colonial power to
its colonies. Further, foreign aid does not include military assistance or mil-
itary expenditures abroad, government export credits or trade financing,
subsidies to promote private investment, intelligence-related expenditures
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(e.g., to fund covert operations or to subsidize favored organizations in
foreign countries), funding to fight terrorism or international crime,
government-to-government subsidies, bribes or tributes for purely diplo-
matic or political ends, the costs of diplomatic representation, or private
charitable giving (e.g., contributions from individuals or corporations to
NGOs, aid from private philanthropic foundations or corporate entities, or
remittances from foreign workers to their home countries). Inevitably,
there are gray areas regarding what should be included in the definition of
foreign aid. The DAC includes as foreign aid assistance for narcotics control
programs when that assistance provides for “alternative development”—
that is, making available alternative crops to farmers to replace income lost
from ceasing to grow poppies or coca leaves. It does not include the costs of
peacekeeping or funding of cultural exchanges. In these judgments, I shall
follow the DAC.

Aid can be in the form of cash (grants or concessional loans), in kind
(e.g., food aid), or in the form of debt relief. These transfers can fund a di-
verse set of activities: budgetary and balance of payments needs in recipi-
ent countries, investment projects and research activities, economic or po-
litical reform programs, technical advice and training, and humanitarian
relief. How is the transfer of concessional resources from one government
to another supposed to achieve the various purposes of the donor govern-
ment? Aid can permit a recipient government to expand activities that help
realize the purposes of the aid. For instance, it can increase investments in
infrastructure, provide relief to a suffering population, or ease the budget-
ary burdens of military expenditures.'® Alternatively, aid can expand the
capacity of a recipient government to act in ways that enable it to use all its
resources more productively—for example, aid can provide training and
advice to government officials in budgeting, auditing, program manage-
ment, planning, and a host of other technical and managerial areas. Third,
aid can act as an incentive or as a payment for recipients to act in ways fa-
vored by the donor by conditioning it on desired behavior on the part of the
recipient (e.g., adopting economic policy reforms or supporting the donor
government’s positions in international forums) or reducing or eliminat-
ing it when recipients behave in ways unwelcome to the aid-giving gov-
ernment.

In addition, especially when it comes from a powerful government or
international organization, foreign aid is a potent political symbol and signal.
As a voluntary transfer, it suggests approbation by the donor of the recipi-
ent and vice versa. And rising amounts of aid often signal increasing close-
ness in relations between donor and recipient, just as falling aid levels can
symbolize cooling relationships and disapprobation. Aid can also act as a
general signal to other governments, demonstrating that the government
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providing it is ready to stand behind the recipient government in the face of
pressures from hostile or aggressive governments. It can signal that the do-
nor—for example, the World Bank—approves of the policies and economic
management of the recipient government. It can signal donor support of
particular policies or desired actions on the part of the recipient—for ex-
ample, expanding democracy. More broadly, aid for development, debated
annually in the United Nations and in other international forums, has given
the challenge of development a greater international prominence than
would have been likely in the absence of its association with sizable re-
source transfers. Finally, foreign aid often serves several of these functions
at once.

Like defining aid, measuring aid can be a tricky business, depending on
what one is seeking to understand. For those interested in assessing the in-
crease in resources provided by aid over time, it is important to measure the
net flow of resources (i.e., less repayments) in constant terms (accounting
for inflation and exchange rate fluctuations). My purposes fall more into
the realm of policy discourse. Thus, I need to measure, to the extent pos-
sible, the resources policy-makers thought they were transferring abroad.
And because policy-makers tend to look at data in current terms in dis-
cussing and debating aid (often comparing the aid level of the current year
to that of the past year as well as comparing their country’s aid levels and
increases or decreases with those of other countries), I shall use current
data in most of my analysis. Comparability among aid-giving governments
is also important in this study. Thus, I will rely on the most common and
comparable form of aid published by the DAC—disbursements in dollar
terms net of repayments.

One more measurement issue involves comparing the generosity, or
aid effort, of donor governments. Annual aid flows are typically compared
to the size of a donor’s overall economy. The denominator in this ratio has
usually been gross national product (GNP— changed to “gross national in-
come,” or GNI, in 2001 with little difference in the actual number).'® There
has long been a UN target for rich countries to provide 0.7 percent of their
GNP/GNI in foreign aid. Table 1.1 shows the relative amount of aid-giving
(ODA only, though adding OA would make little difference) by DAC mem-
bers. As is clear from the chart, few countries have met the target.

Second, Defining Aid’s “Purposes”

Why do governments give aid? In answering that question, some talk about
“motivations” or “rationales.” But motivations involve individuals and can
be difficult to observe, while rationales may not reflect intent. In this book,

LTS

I shall analyze aid’s “purposes”—the broad goals that donor governments
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TABLE 1.1. NET ODA IN 2004 AS A PERCENTAGE OF GNI

Norway 0.87 Finland 0.35
Luxembourg 0.85 Germany 0.26
Denmark 0.84 Canada 0.26
Sweden 0.77 Spain 0.26
UN Target 0.7 DAC Average 0.25
Netherlands 0.74 Australia 0.25
Portugal 0.63 Austria 0.24
France 0.47 Greece 0.23
Belgium 0.41 Japan 0.19
Ireland 0.39 United States 0.16
Switzerland 0.37 Italy 0.15
United Kingdom 0.36

Source: OECD, Development Assistance Committee (DAC), table, “Net Official
Development Assistance in 2004, http://www.oecd.org/dataoecd/40/3/35389786.pdf
(accessed October 2005).

sought to achieve with their aid, evident not only in what they said the goals
of their aid were but in the decisions they made on its amount, country al-
location, and use.

For much of the period of this study, foreign aid was used for four main
purposes: diplomatic, developmental, humanitarian relief, and commer-
cial. Cultural purposes were also present but less prominent. Diplomatic
purposes involve international security, international political goals, and the
management of relationships between governments. (The term diplomacy
is typically used to cover all types of relations between states, including de-
velopment, humanitarian relief and intervention, cultural affairs, and so
on. Diplomacy is also often used to refer to a set of techniques rather than
goals. I am taking some license with the use of the term here to refer to only
those goals involving a government’s international security and political in-
terests abroad.) For example, the use of aid by the United States as a tool of
Cold War competition or as an incentive for peace-making in the Middle
East has involved international security concerns. French aid in support of
the creation and maintenance of a sphere of influence (which may itself be
an end or a means to other diplomatic ends) is an example of the use of aid
for political ends. Aid has been used by almost all donor governments to en-
sure high-level access to recipient government officials, and increases in aid
have often served as a symbol of successful state visits or international
meetings—all elements in the diplomatic purposes of foreign aid.

Development as a purpose of aid—support for economic and social pro-
gress and a reduction in poverty—has been both a means and an end of
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policy. During the Cold War and again with the “war on terror,” aid for de-
velopment has been regarded as a means of dampening the social discon-
tent that can strengthen the temptations of communism or feed terrorist
impulses. But promoting development has also been an end in itself—bet-
tering the lives of the disadvantaged abroad, as a reflection of the values of
altruism, social justice, and international solidarity on the part of the coun-
try providing the aid.

How is foreign aid supposed to contribute to economic and social prog-
ress and benefit the poor abroad? Mainstream thinking on this question
has evolved over the second half of the twentieth century. In the early post-
war period, aid was seen as a tool for easing financial constraints on poor
countries and, thus, for stabilizing economies, for stimulating economic
growth, and, eventually, for reducing poverty. It was sometimes used to fill
budgetary and balance of payments gaps and at other times was provided to
finance technical assistance and training, basic infrastructure projects, and
the expansion of public services such as education and health. In the 1970s
aid for development took on a more redistributive orientation, with much
of it used to support activities intended to meet the “basic human needs” of
the poor directly, especially in rural areas. In the 1980s views regarding aid
and development again shifted to a renewed emphasis on economic growth,
with aid (including debt relief) providing the incentive for governments to
undertake economic policy reforms. In the following decade, aid took sev-
eral additional directions—one emphasized the importance of good gover-
nance to support economic progress. Poverty reduction also took on a re-
newed importance, with aid funding more projects intended to benefit the
poor directly (e.g., microenterprise lending) while also financing expanded
social services.

Aid for humanitarian relief has always been the least controversial of all
of aid’s purposes. Natural or manmade crises often generate large numbers
of victims, sometimes producing displaced persons at home or refugees
abroad. The governments of poor countries frequently lack the resources
or capacity to accommodate the needs of disaster victims. Typically, non-
governmental organizations (NGOs) specialized in relief and rehabilitation
deliver assistance, much of it provided by the governments of better-off
countries (as well as by private individuals).

Aid’s commercial purposes include the expansion of a country’s exports
and securing access to needed raw materials imports, as seen most evidently
in the case of Japan but also among Scandinavian governments as well. Aid
can be allocated as part of “mixed-credit” schemes (combined with export
financing that is usually provided on relatively hard terms) to provide fi-
nancial incentives for foreign governments to import goods and services

from the donor country, usually as part of specific projects (e.g., the con-
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struction of airports or dams) or major equipment purchases, such as air-
craft. A more passive form of using aid to expand a country’s exports is to tie
the procurements of goods and services funded by aid (for whatever pur-
pose—including development purposes) to purchases in the aid-giving
country. Most aid-giving countries had some form of “tied aid” during the
second half of the twentieth century. The use of aid for commercial pur-
poses can also involve helping to secure needed imports, through support-
ing investments in mines and other raw materials production that is then
sold to the donor country. Less directly, aid can be provided to the govern-
ments of raw-materials-producing countries (e.g., petroleum producers in
times of scarcity and high oil prices) to create close relationships intended
to ensure continuing access by the donor government to those raw materi-
als. Finally, aid for commercial purposes can be used to help finance invest-
ment opportunities in poor countries or be conditioned on the protection
from expropriation of existing investments by the donor country.

Aid for cultural purposes usually involves efforts to support the use of a
country’s language in foreign lands, primarily through funding educational
activities in that language. This purpose of aid is often evident in the pro-
grams of ex-colonial powers in their former territories, such as France, Italy
(in Ethiopia and Somalia), or Portugal. Aid can also be used to strengthen
and expand religious communities through funding good works by
churches and mosques—a familiar use of aid from Arab governments.
This sort of aid is typically channeled through religious organizations for
implementation.

Four additional purposes of aid gained considerable prominence in the
1990s. Promoting economic and social transitions in former socialist countries
involved advice in rewriting constitutions and instituting legal and regula-
tory reforms; help with reforming the judiciary; advice on privatizing state-
owned enterprises, real estate, and land; advice and financing for economic
policy changes; financing elections, political party training, and indepen-
dent media development; and a host of other changes potentially involving
all aspects of political and economic institutions in such countries.

Aid has also been used for promoting democracy in Africa, Asia, and Latin
America, involving many institutional changes in political systems. Here
the goal is to spread democracy, not just as a means of furthering develop-
ment (on the assumption that development is likely to proceed more rap-
idly in democratic polities) or for promoting international peace and secu-
rity (based on a view that democratic countries do not wage war on one
another) but as a worthy goal itself, reflecting the value placed on political
and civil rights by the aid-giving country.

Aid for addressing global issues (sometimes referred to as “international
public goods issues”) has concentrated on international environmental



16 CHAPTER 1

problems such as global warming, loss of the ozone layer, air, water, and
land pollution, and protection of endangered species and coral reefs. It has
also focused on research, prevention, surveillance, treatment, and blocking
the international transmission of disease, especially smallpox, measles, po-
lio, HIV/AIDS, malaria, and tuberculosis. It has addressed the challenge of
expanding food production to feed the world’s growing population through
funding agricultural research and adapting the breakthroughs in agricul-
tural production to the circumstances in individual countries. It has sought
to reduce population growth by providing family planning advice and com-
modities. (Aid for these purposes can also further development in recipient
countries, and, indeed, many of the techniques used when planning and de-
livering aid for development and when addressing global issues are the
same, often provided by the same agencies in donor governments. But the
end purpose —providing global public goods—is quite different, and the fo-
cus of aid-giving for this purpose, which is global in its strategic orientation
rather than country-focused, is also different from aid for furthering devel-
opment in particular countries.)

Aid came to be used increasingly during the 199o0s for mitigating conflicts
and managing postconflict transitions—primarily to help countries recover
from war through demining, demobilization and reintegration of soldiers,
reconstruction, conflict mediation, and rebuilding political institutions
and social relations between communities.

One further point needs to be made with regard to aid’s purposes. I have
provided a tidy classification of the major purposes of aid-giving. However,
reality is seldom so tidy. Sometimes, the mix of purposes can be seen in a
government’s overall aid program —some aid being allocated, for example,
for development while other aid supports commercial goals. Sometimes,
the mix of purposes is evident in the aid program for a particular recipient
country— US aid to Egypt, for example, serves the objectives both of Middle
East diplomacy and of development (evident in the use of aid for agricul-
tural development, infrastructure expansion, microenterprise lending,
and so on).

How do we ascertain the purposes of aid-giving? First, there are no pre-
cise and definitive metrics for judging purposes; those purposes are often
much too intertwined with one another in country aid programs and even
in projects to disaggregate and describe them in a single datum or index.
Nor do aid donors categorize their own aid in terms of the purposes de-
scribed here. Rather, one must take a holistic approach to uncovering aid’s
purposes, using a variety of indicators and sometimes some informed judg-
ment. Quantitative exercises that produce correlations between the value of
aid flows to particular countries and the per capita incomes or other indi-
cators of need in those countries—while often a useful first step to under-
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standing aid’s purposes—can be quite misleading considered by themselves
and in the absence of context. For example, even very poor countries can
have diplomatic and commercial value to aid-giving governments, as is re-
flected in the French aid program in sub-Saharan Africa, which sought,
among other things, to maintain a sphere of influence for France. Thus, the
prolonged disputes on measurement and methodology in econometric
studies of aid-giving, as the primary approach to understanding aid’s pur-
poses, can often prove sterile or misleading. An example is the long and
inconclusive debate, based on econometric exercises, on whether US aid
to Latin America was, in fact, related to the human rights performance of
recipients.?

Considering aid’s purposes holistically involves examining what govern-
ments say they are doing with their aid. While public officials do not always
fully disclose their purposes, they often give valuable clues to those pur-
poses in their official statements or in government documents. In addition
to what they say they are doing, it is important to look at how they are actu-
ally distributing and using their aid, as reflected in six major decisions gov-
ernments must make each year on their foreign aid programs:

+ the overall amount of their aid

+ the countries and organizations receiving it

+ how much aid each of those countries and organizations receives
+ what the aid is used for

+ the terms of the aid

+ the percentage of aid tied to purchases in the donor country

The overall annual value of a donor country’s aid is often decided by
adding up the planned expenditures for individual countries and programs.
However, it is not unusual that when a government wants to send a signal
with its aid, for example, that it is a keen supporter of development, the
overall amount can be set first (e.g., rising by an agreed amount) and its dis-
tribution among recipients decided later. In this case, the amount of aid can
be intended as an important political symbol, both at home and abroad, of
a government’s commitment to particular purposes of aid and should be
understood in this way.

The allocation of aid by country also provides clues about the donor’s in-
tentions in aid-giving as well as the relative diplomatic importance of the
recipient country to the donor government. And increases or decreases
in bilateral aid can (though do not always) indicate warming or cooling
diplomatic relations between donor and recipient. Additionally, the uses of
aid are important indicators of purpose—for example, the more uses are
aligned with DAC development norms (e.g., a focus on poverty reduction),
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the more it is likely that a government is emphasizing development in its
aid-giving. The terms of aid can also suggest the importance of development
concerns, where those terms correspond to DAC norms of concessionality.
The degree to which aid is tied to purchases in donor countries is usually a
sign of commercial influences over aid-giving, though it does not necessar-
ily indicate that commercial concerns are driving aid allocations and uses.
Businesses in aid-giving countries often press their governments to require
that a portion of the aid is spent on domestically produced goods. (Another
sign of the influence of commercial purposes of aid is the degree to which
aid is used to finance the export of goods and services produced in the do-
nor country, often mixed with commercial financing. But data on this use
of aid is frequently unavailable.) And finally and very importantly, the in-
ternational and domestic political contexts in which aid is given provide
important insights into government’s intended purposes. For example, has
there been an international incident that has intensified security concerns
in an aid-giving country or a disaster abroad that has raised public aware-
ness of the need for aid? All of this information is important to fill in the pic-
ture of why governments give aid. I shall draw on all of it in this study.

DOMESTIC POLITICAL FORCES AND FOREIGN AID

In my conceptual framework for analyzing and comparing aid’s purposes, I
have identified four categories of domestic political forces shaping foreign
aid: ideas, political institutions, interests, and the aid organization (that is,
the way governments organize themselves to manage their aid). Next, I con-
sider in more detail what these categories encompass.

Ideas

There are several types of ideas, shared by significant portions of the public
and political elites in aid-giving countries, that can influence aid. Most fun-
damental are what some scholars have called “worldviews”—widely shared
values (based on culture, religion, ideology) about what is right and wrong,
appropriate and inappropriate in public and private life. These worldviews
themselves are the product of a society’s history as well as major events and
trends affecting its population. In terms of foreign aid, these might involve
a view that all human beings have a right to liberty or a right to minimum
subsistence or that individuals (or families) should be self-reliant and re-
sponsible to the extent possible for their own well-being.

Worldviews give rise to “principled beliefs,” or norms— “collective ex-
pectations about the proper behavior for a given identity.”* An example of a
principled belief regarding foreign aid might be that governments of rich
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countries should provide aid to poor countries. Or, conversely, that individ-
ual or collective self-reliance makes public assistance at home or abroad an
inappropriate use of public resources. Norms are often framed in terms of
fundamental values. I will present a number of cases in which foreign-aid-
giving was framed and reframed in terms of different basic worldviews with
very different outcomes vis-a-vis aid expenditures. A third type of idea in-
volves causal beliefs—what sorts of policies, for example, lead to effective
development.

The term ideas in this study is used to refer primarily to the first two of
these categories—worldviews and principled beliefs: How do basic values
regarding the obligations of the rich to help the poor and the role of the
state in fulfilling such obligations affect the purposes of foreign aid in dif-
ferent countries? How do widely shared views about the appropriate role
of the state in society affect the existence of civil society organizations
which, in turn, can affect the purposes of aid? In the case of the United
States, the long prominence of a classical liberal view of the state—that
“government governs best that governs least”—has been the basis for
sustained criticisms from the political right of government aid (at home
or abroad) as inappropriate and (because it is channeled through the
state) doomed to be ineffective. In contrast, the norms of social solidarity
that underpin the social democratic traditions in Scandinavia and the
Netherlands have undoubtedly facilitated the popularity of foreign aid in
those countries. The Japanese tradition of strong state—weak society has
impeded the development in that country of relief- and development-
oriented NGOs that have provided the constituency for development aid
in North America and much of Europe.

Institutions

Political institutions shape the rules of the political game*—they deter-
mine who sets the issue agenda, who has access to decision-makers, who
decides policies, and who can veto decisions. The three main aspects of po-
litical institutions I shall consider in this study are electoral rules; parlia-
mentary versus presidential systems and, especially, the role of legislatures
in both; and the role of local governments and semipublic entities such as
advisory committees and state-supported NGOs.

Voting rules affect aid-giving indirectly. Proportional representation
tends to produce large numbers of political parties, some of which must
join together to form governing coalitions. Minority parties can get their
niche issues on national agendas as a price of joining such a coalition.
Where those parties have aid for development as one of their issues—as has
been the case at key junctures in Germany, Holland, and Denmark—they
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can get that issue on the national political agenda much more easily than is
the case in a political system based on majority voting.

Regarding the impact of parliamentary and presidential systems on for-
eign aid, the important element is the relationship between the executive
and legislature. In parliamentary systems, the executive is drawn from the
legislature and typically relies on its party predominance or on a governing
coalition in the legislature to remain in power. As a result, legislatures in
parliamentary systems tend to support government policies, including aid
policies. In contrast, in a presidential system like that of the United States,
the two bodies are autonomous and there is a tendency for members of Con-
gress, regardless of the political parties controlling the two houses, to criti-
cize executive branch policies, especially policies that are controversial
with their constituents (as has been the case for foreign aid). And those crit-
icisms in turn can deepen public skepticism of the efficacy and appropri-
ateness of foreign aid.

The role of legislatures is important in other ways in influencing aid.
They can bring aid issues to public attention and debate and act, as in the
case of Denmark, as venues to inform the public and create a national con-
sensus on aid. Where legislators are uninformed or uninterested in aid is-
sues, bureaucracies have much more say over the amount and purposes of
aid and much less public accountability for those decisions, as in the cases
of France and Japan. A lack of public accountability often leads eventually
to scandal and sharp public critiques of aid, even to a collapse in public sup-
port. This occurred in Italy in the beginning of the 1990s, when it became
known that that country’s aid had been involved in government corruption.
Legislatures also provide points of access to government decision-making
for interest groups supporting or opposing aid and can act as veto players in
specific aid-related decisions.

Finally, there are organizations that, because of their access to policy-
makers, can affect policy-making: for example, local government entities,
empowered advisory boards, and semi-independent government supported
agencies. In the case of Denmark, an advisory committee to government on
aid issues came to wield considerable power over the purposes and uses of
Danish aid, because the parliament was reluctant to approve an aid program
or policy unless it had the imprimatur of the advisory board. In Germany,
the political party institutes acted as “submarines” (this is the way the
Germans describe them) within political parties in favor of aid for develop-
ment and democracy promotion abroad. In other countries, like France and
the United States, advisory committees wielded relatively little influence
over government decisions on foreign aid.

One final point needs to be made here. Political parties can play a role in
determining the amount and direction of aid. It is often the case that more
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aid, for more development-oriented purposes, is normally associated with
left-wing parties and less aid, with more emphasis on security or commer-
cial interests, is associated with right-wing parties in power. However, the
ideological orientations of political parties do not always have such an eas-
ily predictable effect on aid’s purposes, as several of the case studies will

show.?

Interests

Interest groups are a pervasive and dynamic force in politics, especially
where public resources are involved. This is as true of foreign aid as it is of
spending on welfare, domestic agriculture, education, and the vast array of
other policies and programs governments undertake. With regard to aid,
there are three main categories of interests: those supporting the commer-
cial purposes of aid (agricultural, manufacturing, and service producers,
who often regard aid as a vehicle for expanding their export markets or who
view aid as a means of enhancing their access to needed raw materials im-
ports); nongovernmental organizations and public interest groups that sup-
port aid for relief, development, and related purposes (including organiza-
tions advocating development, broadly defined, as well as those promoting
specific activities within that broad category—almost always those that
the organizations themselves undertake —such as family planning and en-
vironmental protection); and groups with an affinity for particular foreign
countries, ethnicities, or religious orientations that support aid directed
to those groups and countries. Specific organizations engaged in aid issues
may include agricultural producer groups, chambers of commerce, busi-
ness associations or individual corporations, trade unions, churches, uni-
versities, ethnic diasporas (of which there are many in the United States),
linguistic communities (most evident in Canada but also in Belgium), think
tanks, and informal networks of influence (most evident in France). Within
these categories of interests, there will be different policy preferences and
degrees of access and influence (depending in part on the ideas and institu-
tions described in the previous sections) as these groups compete for in-
fluence over aid’s purposes and uses.

What is the role of public opinion in shaping aid’s purposes? Public opin-
ion tends to be passive and permissive —it can influence the general terms
of debate on foreign aid and erect broad limitations on the amount and di-
rection of aid. It can also be manipulated by politicians and political activ-
ists through “public education” activities (systematic efforts on the part of
governments and advocates to explain the need for and successes of aid ex-
penditures) and “framing”—the characterization of aid in terms of widely
held norms—which can shape how the public views aid. But public opinion
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seldom drives aid’s purposes—except when a public is aroused. And on for-
eign aid, public opinion tends to be aroused in two circumstances: when
there is a major humanitarian crisis that the public observes in the media
(especially on television) or when there is a major scandal involving the use
of aid funds. In both cases, public clamor can force government to act—to
increase and redirect aid or to decrease and reform it.

Organization

Most of the analyses of the factors affecting public policies stop after con-
sidering ideas, institutions, and interests or subsume government organi-
zation into the broader category of “institutions.” But in the case of foreign
aid, this would be a mistake because the way governments organize them-
selves to manage their aid affects the voice for the development purpose of
aid within governments and the extent of encouragement and collaboration
by government agencies with groups outside government supportive of de-
velopment aid. (By organization, I am referring to the location within gov-
ernment of the tasks related to a major function or program of government,
for example managing foreign policy or welfare programs. It does not refer
to the organizational arrangements within government agencies, such as
the type or location of bureaus.)*

Examining the organization of aid within donor governments as a sepa-
rate category of analysis is based on two propositions, drawn from the liter-
ature of bureaucratic politics as well as my own direct experience. First,
government agencies are important political actors in their own right—
advocates or lobbyists for their own mission and interests. Sometimes they
act wholly within the confines of the executive, but they often work out-
side those confines, allying themselves with private interest groups at home
or international organizations, foreign government agencies, and inter-
national NGOs or interest groups with which they share interests. And sec-
ond, the more functions related to a particular public purpose are unified
in a single agency and the more elevated the bureaucratic location of that
agency (e.g., cabinet versus subcabinet level), the greater the influence
that agency will have over the policies and programs related to its basic mis-
sion and purpose.

There is no one formula for organizing aid systems within governments.
Some governments, like the United Kingdom’s, have unified their aid-
related activities in one independent cabinet-level agency, creating a rela-
tively powerful voice within government in favor of the development use of
aid.*® Other governments, like that of Denmark, have located their aid in
the ministry of foreign affairs. In Denmark’s case, merging aid into the for-
eign ministry does not appear to have weakened the voice within govern-
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ment for aid. In the United States, on the other hand, there was successful
resistance in the mid-199os inside and outside the government to a pro-
posal to merge USAID into the Department of State based on the fear that
the often crisis-driven, diplomatic focus of the State Department would
overwhelm the longer term development focus of USAID’s programs. Yet
other governments, like those of France, Japan, and, increasingly, the
United States, have highly fragmented systems in which aid programs are
located in a variety of agencies and where policy and implementation are
separated.

Even where aid responsibilities are unified, some governments locate
their aid responsibilities at the subcabinet level, and others, like Germany,
have created a ministry of development. The organization of aid influences
the purposes of aid from within government through the unity and status of
the competing voices supporting aid’s various uses in government decision-
making circles. Further, once established, the organization of a govern-
ment’s aid system institutionalizes the interests within government and,
thus, the purposes of aid. Even where political leaders wish to change those
purposes, the stickiness of government organization makes such changes
very difficult, as both Japan and France discovered when those governments
sought to impart a greater development focus to their aid in the late 1990s.

NOTE ON SOURCES

This book is a study of aid-giving by governments (bilateral aid). It does not
include the politics of aid-giving by international organizations, such as the
World Bank, the European Union, or the United Nations Development Pro-
gram (multilateral aid). The basic reason for the emphasis on bilateral aid is
that both bilateral and multilateral aid originate in donor governments and
it is the motivations and purposes of these originators of aid that we wish to
understand.

As to sources for the history of aid and country case studies of aid-
giving, I have relied on government documents, statements by public
officials, legislative debates, DAC publications (especially the annual chair-
man’s reports and country peer reviews), and quantitative data on aid-
giving (also primarily from the DAC, which has long provided the most ex-
tensive and comparable data on aid-giving), various public opinion polls,
and other primary source materials. Many secondary materials—books,
journal articles, unpublished studies, news reports, and commentaries—
were drawn on for this study. These sources were supplemented by exten-
sive interviews with aid officials, practitioners, and experts in the five case
study countries—interviews intended to ferret out the unseen realities of
aid-giving, to test ideas, and to understand what was important and what
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was not. Added to these efforts is my own experience as a government
official working on foreign aid, which has given me a sense of how things
work (or do not work), what is typically out of sight and what is in full view,
patterns of interactions among major political actors, the informal as well
as the formal operation of political institutions, and the relative importance
of all of these elements in the churning mass that is policy-making. “Being
there” has also provided me with direct experience of the way other gov-
ernments work as well as useful contacts, which I have shamelessly ex-
ploited for this study.
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Aid’s Purposes: A Brief History

Foreign aid as we know it began as an instrument of Cold War diplomacy.
Without the Cold War, aid would likely not exist today—or if it did, it would
be much smaller than the $100 billion in aid provided by all governments in
2004. Aid is, in short, a child of hardheaded, diplomatic realism.

What began as a temporary diplomatic expedient, however, became a
permanent element in relations between states, reflecting a strengthening
norm that the governments of rich countries should help poor countries im-
prove the well-being of their peoples. Such a norm was hardly imagined at
the beginning of the foreign aid era; it is seldom contested today. The path
by which that norm developed involves the domestic political processes of
aid-giving countries, international trends and events, and pressures from
international organizations that supported the use of aid for human better-
ment. This chapter describes the history of foreign aid over the past three
score years from a global perspective. Succeeding chapters will trace that
same history in individual aid-giving countries.

AID’S ANTECEDENTS: BEFORE 1945

Foreign aid has three main antecedents: the use of public resources for hu-
manitarian relief, which in modern times began in the nineteenth century;*
the small amount of assistance provided by European powers for develop-
ment in their colonies during the interwar years; and the limited quantity
of technical assistance provided by the United States to Latin American
countries at the beginning of the Second World War. (Some would include
the lend-lease agreements with European governments before and during
World War II and even export credits.? But lend-lease does not fit the defi-
nition of foreign aid I am using here, elaborated in chapter 1: it was not
offered on the concessional terms that characterize foreign aid, and it was
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intended to finance the transfer of military materiel to support the war
effort in Europe.)

Aid for Relief

At the beginning of the nineteenth century, providing public concessional
resources to help peoples beyond one’s borders for any purpose—even to
relieve severe human suffering—was almost unheard of and unacceptable
to many. For example, on the occasion of the Irish potato famine, a debate
took place in the US Congress on whether to provide public relief aid to the
victims of the famine. Those against such aid (on the grounds that char-
ity—especially charity to benefit people beyond one’s borders—was an in-
appropriate use of public funds) won the debate. However, toward the end
of the nineteenth century, the practice of public assistance for disaster re-
lief abroad had become increasingly common as information about disas-
ters in distant lands increased, as the United States and European coun-
tries grew more affluent (and so, more easily able to provide help abroad),
and as a more expansive view of what states could and should do with their
resources to benefit their own citizens and others became more wide-
spread.

By the end of World War I, public assistance to the displaced and dispos-
sessed from five years of conflict in Europe was clearly necessary. Without
it, there would be widespread starvation in a number of the defeated coun-
tries. Later, in an extraordinary demonstration of the growing acceptability
of using public aid to relieve suffering abroad, the United States and Euro-
pean countries agreed to provide relief to the Soviet Union in 1921 (despite
increasingly hostile relations with the Bolshevik regime that had recently
seized power there) to reduce widespread starvation resulting from civil
war and drought. By World War II, the need to provide significant amounts
of public assistance to those in Europe and Asia made destitute by war was
taken for granted by Allied postwar planners.

Aid for relief, however, was always regarded as temporary, aimed at re-
turning people to a situation in which they could provide for their own sus-
tenance. It was never intended to bring about “development”—that is, long-
term improvements in economic and social well-being in other countries.
That purpose of foreign aid had far fewer precursors.

Colonial Development

A second antecedent to foreign aid can be found in the policies of European
colonial powers. In the mid 1920s, as the degree of poverty in their colonies
became known, the French and British governments began to shift away



AID’S PURPOSES 27

from their earlier view that those colonies had to be self-financing, with de-
velopment funded primarily through private investment or public invest-
ments by colonial governments. But just as the willingness of the imperial
powers to use public funds to expand infrastructure, health services, and
education in their territories grew, their ability to do so shrank with the
deepening depression followed by the outbreak of the Second World War.
Nevertheless, the idea had been planted and would reemerge after the war
was over.

US Technical Assistance

The US government, like the European colonial powers, also believed that
development in its colonies (the Philippines and Puerto Rico) and in its
hemisphere should result from private investment and public investments
by the governments of those colonies and countries. However, an exception
to this view was made during World War II when Washington agreed to pro-
vide Latin American governments with small amounts of publicly financed
technical assistance for development purposes. In 1942 two US government
corporations were created to manage this assistance: the Institute of Inter-
American Affairs and the Inter-American Education Foundation. What mo-
tivated these changes was not a new vision regarding the role of public con-
cessional resources to further development in poor countries, but rather,
the disruption in Latin American exports to Europe as a result of growing
hostilities there plus an effort on the part of Nazi Germany to create closer
ties with the governments of the region. Technical assistance, albeit in very
modest amounts, was intended to help ease the impact of shrinking markets
and to retain the loyalties of governments in the hemisphere.?

Though not an antecedent to public aid, during the first half of the twen-
tieth century, there were private organizations beginning to provide assis-
tance abroad that went beyond humanitarian relief. Churches sponsored
schools in developing countries; the Rockefeller Foundation set up colleges
and universities, especially in the field of public health, and began to fund
research into a host of diseases afflicting the tropics. It also sought to further
rural reconstruction in China. The foundations (mainly US) and churches
and NGOs in North America and Europe had begun to set an example of
how organizations in rich countries could help improve the conditions of
life in poor countries and territories of the world.

The antecedents to foreign aid were important in setting precedents for
the transfer of public resources to other governments, international organ-
izations, and nongovernmental organizations (NGOs) to promote human
betterment abroad. But none of them foretold the amount, extent, or pur-
poses of aid that were soon to become common.
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ESTABLISHMENT AND SPREAD OF FOREIGN AID:
1945-1970

To meet the need for emergency relief in war-torn countries after World
War II, allied planners created the United Nations Relief and Rehabilitation
Agency (UNRRA), which began operations several years before the conclu-
sion of the war, and the International Refugee Organization, which com-
menced operations in 1946. Inevitably, much of the funding for relief came
from the United States and was considered to be short-lived. Indeed, the US
Congress set terminal dates for this support—1946 for Europe and 1947 for
Asia. UNRRA was, in fact, closed down in both regions in 1947.

Postwar planners also created the International Bank for Reconstruc-
tion and Development (IBRD, soon to be called the World Bank) to fund re-
construction after the war and to facilitate— primarily through guarantee-
ing private investment—the flow of private capital to developing countries.
However, at this time, no one planned or even imagined that the World
Bank, which opened its doors in 1946, would eventually become a major
source of highly concessional loans to promote development in poor coun-
tries.

Starting with the United States

In 1947 much of Europe was still in ruins, struggling to recover from the war
that had ended two years earlier. Deprivation and despair fed discontent
with traditional political parties, improving the chances that communist
parties in Italy and France could be elected to power. Meanwhile, East Ger-
many, Poland, Hungary, Rumania, and other countries of East and Central
Europe were increasingly absorbed into the Soviet bloc, while Moscow was
putting pressure on Turkey for territorial concessions and the Yugoslav gov-
ernment was supporting a communist-led insurgency in Greece. Washing-
ton’s concerns regarding the USSR’s expanding influence in Europe further
deepened when, in 1947, the British announced they would have to with-
draw their support for the Greek and Turkish governments. The US admin-
istration felt compelled to act, including providing economic assistance, to
help stabilize the regime in Greece and fortify the finances of the Turkish
government. Aid for Greece and Turkey was followed by the Marshall Plan,
a four-year, $13 billion aid program to help stabilization and recovery in Eu-
rope. Foreign aid had commenced.

The United States soon began to provide aid to Asian countries in the
wake of the Chinese revolution and the outbreak of the Korean War. And
with the death of Stalin and the growing demands on the part of developing
countries for aid from both the United States and the USSR, Moscow began
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providing aid to India and other developing countries. The United States
followed suit, and by the end of the 1950s, the United States was aiding most
independent, developing countries. Washington began to press Western
European governments, now recovering from the war, to establish or ex-
pand aid programs of their own.

The Beginnings of Aid in Europe and Japan

US pressure on other governments to create or increase their aid programs
had an effect. But the establishment of aid agencies and the increase in the
levels of foreign aid by the better-off countries of Europe and Japan were not
solely the results of US pressures. Most of these countries had their own
antecedents of foreign aid, often quite different from those of the United
States. While Britain and France had provided increasing amounts of assis-
tance for their colonies in Africa, Asia, and the Caribbean in the decade and
a half after the Second World War, neither London nor Paris intended to
continue foreign aid after independence. Once territories were no longer
under their control, they considered that their obligations to provide aid
would cease. Or at least, this is the way they saw it in the mid-1950s. (The
smaller colonial powers, such as Belgium and Portugal, did not even envi-
sion independence for their colonies at this time.)

However, these views were to change at the end of the 1950s. In 1958
one of France’s African colonies— Guinea— opted for independence rather
than association with France. France granted it independence but termi-
nated all assistance. However, it was not long before France’s other African
colonies sought independence. Recognizing that it had no acceptable alter-
native, Paris reluctantly agreed and then provided them relatively large
amounts of aid—in part to meet their real economic needs and in part to
maintain a predominance of French influence in them. In 1958 Britain also
backed off its position of no aid after independence, under pressure from its
former colonies in the Commonwealth and in the face both of increasing
economic problems in India (which, as the largest noncommunist develop-
ing country, could not be ignored) and of the extensive economic needs of
a number of its former African colonies. Like France, Britain also wanted to
preserve its influence in these countries, but more importantly, it wanted
independence to proceed smoothly so it could disengage from significant
postcolonial responsibilities with its reputation intact, without major
claims on its budget, and without a massive influx of British settlers, espe-
cially from Kenya, fleeing postcolonial chaos.

Japan’s aid grew out of its reparation payments in Asia and its urgent
need to secure access to needed raw materials and markets for its exports.
Export promotion rather than reparations led Germany into the foreign aid
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business. As early as 1953, the German government began to provide a small
amount of technical assistance to help the importers of German goods to
use them effectively. Nordic countries— Norway, Sweden, and Denmark—
all set up aid agencies and commenced to provide small amounts of assis-
tance in the early 1960s. Analysts of the motivations of aid-giving on the
part of Scandinavian governments often point to their shared values and
norms—the social democratic orientation and the Christian heritage, in-
cluding sponsoring missionary activities abroad.* Shared values may pre-
dispose governments to initiate programs of foreign aid, but they do not ex-
plain what factors trigger that innovation.

The United Nations provided one of these triggers. Like many small
countries, the Nordics regarded the United Nations as a valuable organi-
zation. With each member state regardless of size or wealth having only
one vote, the United Nations created a measure of formal equality among
large and small states, providing the latter with a degree of voice and in-
fluence they would not normally have in international relations and—so
it was hoped by governments of small states—greater protection of their
interests in world affairs and a measure of constraint on the behavior of
great powers. When it was agreed in the United Nations in 1949 to estab-
lish an Expanded Program of Technical Assistance (EPTA), Nordic coun-
tries were quick to contribute, in part, as a means of strengthening the
UN as a whole. Additionally, during the late 1940s and early 1950s, small
amounts of private and public monies were provided to poor countries for
occasional good works. For example, these three countries collaborated in
financing a hospital in South Korea in the wake of the war there.

However, it was a Cold War issue combined with domestic politics that
led Norway to establish a more formal governmental program of foreign aid
in 1952. The Storting (the Norwegian parliament) voted to create an Aid
Fund for Underdeveloped Countries (which came to be called the “India
Fund” because most of the financing went to that country), to be financed
by public and private contributions. According to Olav Stokke, Norway’s
foremost aid expert, the government backed this idea for hard-headed in-
ternal political reasons: “After Norway had joined NATO in 1949, the gov-
erning Labour Party, with a pacifist tradition in the 1930s, left the aid area
to those in the party who had lost the fight on the NATO issue, in a deliber-
ate effort to keep them busy with what might be perceived as a positive way
of building peace.”

With the close contacts among the publics, organizations, and officials
of the Nordic countries, Norway’s action was observed and soon imitated
by Sweden and Denmark. In the same year, the Swedish government set
up a committee of NGOs to manage a small aid program. In 1954 a minis-
ter for development assistance was appointed. The Danish government
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also commenced small aid activities, managed by NGOs during these early
years.

Supply often creates its own demand. The supply of Swedish aid, albeit
small during the 1950s, created a rising demand on the part of developing
countries for more Swedish aid. The expanding demand from poor coun-
tries, combined with the rising pressure from the United States on its
friends and allies in Europe for greater burden-sharing, contributed to the
establishment during the first half of the 1960s of government aid programs
in all three of these countries as well as official aid agencies to manage them.

During the first half of the 1960s, other European countries also estab-
lished aid agencies and expanded their programs of bilateral aid. France cre-
ated its Ministry of Cooperation in 1961. Germany set up a Ministry for Eco-
nomic Cooperation in the same year and boosted the size of its aid program.
The German government under Chancellor Konrad Adenauer was the first
government to establish a Ministry of Development, an initiative driven by
the need to create a ministerial-level development portfolio to cement a
governing coalition. Had there been no need for coalition building, it is un-
likely that there would have been a development ministry—development
simply was not a ministerial-level issue, and the Foreign Office and Ministry
of Economy did not wish to relinquish the development programs under
their control. The exigencies of coalition politics also led the government of
the Netherlands to create the position of state secretary for development in
1963, which was later elevated to minister of development (without portfo-
lio, however, since the main responsibilities for managing foreign aid were
located in the Ministry of Foreign Affairs).®

Japan created its Overseas Economic Cooperation Fund in 1961 and its
Overseas Technical Cooperation Agency the following year. Sweden set up
its Agency for International Assistance in 1961. The United Kingdom set up
the Overseas Development Ministry in 1965. While governments contin-
ued to tinker with the way they organized themselves to manage their aid
programs over coming decades, by the middle of the 1960s most developed
countries had created permanent government agencies to manage their
expanding programs of foreign assistance.

Socialist Bloc Aid

During the 1960s, socialist countries became significant aid donors. Both
the USSR and the People’s Republic of China (PRC) spent $1.1 billion each
in aid in 1970, and Eastern European countries provided another $300 mil-
lion. (For the PRC, the aid level in 1970 was unusually high, to finance the
Tanzania-Zambia railroad—a 1,300-mile length of rail from the copper
belt in central Africa to the port of Dar es Salaam on the Indian Ocean. The
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following year, Chinese aid fell to a more “normal” level of roughly half that
amount.)

Like much of Western aid, socialist bloc aid was also driven by diplo-
matic considerations—the Cold War with the West as well as a mini-cold
war between the USSR and China as to which was the true representative
of socialist aspirations.” Three-quarters of Soviet aid went to communist
developing countries, including North Vietnam, North Korea, Cuba, and
Mongolia, to stabilize and subsidize their economies. In friendly noncom-
munist countries— primarily India, Egypt, and Syria—the Soviets provided
significant amounts of assistance over an extended period of time, usually
for projects involving infrastructure, mining, or turnkey manufacturing en-
terprises and for education in the USSR. The Aswan Dam in Egypt is the
best known of Moscow’s aid projects.

Unlike Western governments, the Soviets did not attempt to establish
a long-term aid presence in developing countries—they simply did not
have the resources or personnel to do so. Rather, they often sought to cre-
ate diplomatic openings in potentially influential developing countries
with significant offers of aid credits. Chinese aid was also deployed op-
portunistically to create diplomatic opportunities and to compete for in-
fluence in its various mini-cold wars—with the Soviets, with Taiwan for
recognition as the legitimate representative of the Chinese people, in-
cluding occupying the Chinese seat in the UN General Assembly and on
the Security Council (which it achieved in 1971), and, of course, in com-
petition with the United States for influence in Asia and elsewhere. The
Chinese, like the Soviets, used their aid primarily to finance major infra-
structure projects. The Chinese also became particularly well known for
financing sports stadiums in poor countries—intended as highly visible
reminders of Chinese generosity.

Developing Countries as Aid Donors

By the end of the 1960s, a handful of developing countries had also become
sources of foreign aid to other developing countries. One group included
the oil producing countries, primarily in the Middle East. The governments
of these countries (primarily Kuwait, Libya, and Iraq) and their multilateral
development funds (such as the Arab Fund for Economic and Social Devel-
opment and the Kuwait Fund for Arab Economic Development) provided
modest amounts of concessional funding to countries primarily in Africa
and the Middle East. The aid was often motivated by a search for diplomatic
support on issues involving Israel and the Palestinians. Israel, as part of this
mini-cold war with the Arabs, also provided aid to a number of govern-
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ments, especially in Africa. Additionally, South Africa, India, Nigeria, and
Brazil provided small amounts of aid in their particular regions to fortify
their roles as regional leaders, advance their interests and support linguis-
tic or national diasporas abroad. Few of these governments would have pro-
vided foreign aid had it not been for the particular diplomatic purposes they
wished to pursue. Development purposes were not absent, but they were
clearly secondary in the origins of most of these aid programs.

By 1970 foreign aid worldwide exceeded $8 billion. Most governments
were by then either donors of aid, recipients of aid, or, in a few cases (like
India or China), both. By that time, aid was no longer an expedient (al-
though it still had much to do with cold wars)—it had become a common
element in relations between rich and poor countries and even, in some
cases, between poor countries themselves. Figure 2.1 shows the evolution in
aid-giving by all donors during the entire period 1960 to 2004.

FOREIGN AID FOR DEVELOPMENT: 1970-1990

In the 1970s the volume of aid rose slowly at first and then increased more
rapidly during the second half of the decade. The same pattern was repeated
in the 1980s. The decades of the 1970s and 1980s also saw governments of
petroleum-exporting countries and their multilateral aid agencies becom-
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ing major sources of foreign assistance, as they set aside a portion of their
large inflows of petrodollars for aid to developing countries, primarily in the
Middle East and Africa.

In these two decades, the development purpose of aid gained in promi-
nence. The profile of aid-giving (including the proportions of aid to the
poorest countries, its use for expanding social infrastructure, and the terms
of aid) increasingly reflected a focus on development. The policy frame-
works for aid for development became more complex and sophisticated.
Aid agencies were increasingly professionalized. And a larger proportion of
overall aid was channeled through multilateral aid agencies (whose pur-
poses, it was widely recognized, were primarily developmental). But before
exploring these changes in more detail, I will present the international po-
litical and economic contexts that contributed to the increased prominence
of development in aid-giving.

Context: The Upheavals of the 1970s and 1980os

During the 1970s and 1980s, several trends and events within aid-giving
countries and outside them combined to elevate the development purpose
of foreign aid: a lessening in the intensity of the Cold War competition with
moves toward détente between East and West; the quadrupling in oil prices
of the early 1970s and the ensuing debt and economic crises in many devel-
oping countries at the end of that decade; and two bouts of severe famine,
primarily in Africa— one in the mid-1970s and one in the mid-1980s. Also
very important was a trend within developed countries: the increasing
number and prominence of NGOs, which functioned increasingly not only
as service providers but also advocates for aid for development with their
own governments and publics.

Toward Détente

By the middle of the 1970s, most of the major battles of the Cold War were
over. The communist government in Beijing had consolidated its power
and, in 1971, was admitted to the United Nations to replace Taiwan as the
representative of China. The war in Korea was a memory even though the
North and South Koreans (the latter backed by US troops) still confronted
one another across a tense border. The Marxist government in Cuba had
consolidated its power but was isolated in the Western Hemisphere. The
war in Indochina was over with the US withdrawal in 1975. And there were
various efforts at détente between East and West: between the United States
and China (which President Richard Nixon visited in 1972), between the
United States and the USSR, and between the two Germanys. East-West
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skirmishes still occurred—in the Horn of Africa and Southern Africa, in
Afghanistan, and in Nicaragua—as one side or another sought political or
military gains, usually through local surrogates. But the tensions and fears
of the 1960s that had influenced the allocation of foreign aid for diplomatic
purposes diminished, easing the pressures in the United States, Germany,
and elsewhere to direct aid toward Cold War protagonists and creating op-
portunities for increased priority for other purposes in aid-giving.

Oil and Economic Crises

On October 6, 1973, the Egyptian and Syrian armies attacked the Israelis
on the Suez Canal and in the Golan Heights. After an initial surprise and
retreat, the Israelis fought back and took the war into Egypt and Syria. A
ceasefire was called after several weeks. Thereafter, the members of the
Organization of Petroleum Exporting Countries (OPEC) imposed an oil em-
bargo against governments supporting Israel that led to a quadrupling in
petroleum prices. Those prices stayed high for the rest of the decade until
they doubled again at the end of the 1970s with the war between Iran and
Iraq, both of which were large producers of oil. The surge in oil prices made
those countries exporting oil—a number in the Middle East, plus Indone-
sia, Nigeria, Gabon, Cameroon, Mexico, Venezuela, and several others—
suddenly flush with petrodollars. On the other hand, it produced rising
foreign exchange outlays for those developing countries (as well as indus-
trialized countries) that had to import petroleum. Most of those countries
exported other primary products—minerals, food and fiber, beverages—
and the prices of many of these products rose at around the same time oil
prices increased, thus partially (and temporarily) offsetting their increased
oil import bills.

High prices for their exports led many developing country governments
to go on a spending spree, using their increased foreign exchange earnings
to expand government employment and services, finance a variety of ambi-
tious investment projects, and, in some cases, borrow against expected fu-
ture export earnings. The go-go days of the early and mid-1970s soon gave
way to a collapse in the prices of primary products toward the end of the
decade. Inflation in industrialized countries, in part a result of increases in
oil prices, raised the cost of manufactured goods, adding to the import bills
of poor countries. The governments of those countries that could borrow in-
ternationally often did so to ease the need to adjust to a decrease in their real
income vis-a-vis the rest of the world. Soon enough, however, international
commercial lending dried up and governments in Latin America and Africa
found they could not service their external debts. The debt crisis that broke
in the early 1980s and the balance of payments crises faced by many de-



36 CHAPTER 2

veloping countries at this time —even those without burdensome external
debts—led them to appeal to Western governments, international organi-
zations, and commercial lenders for debt relief and additional aid.

Food Crisis and Famine

The 1970s also brought the world a food crisis as the prices for major world
grains—wheat and corn in particular—rose as a result of several years of
drought in the beginning of the decade, particularly in the USSR, and the
decision by Moscow to purchase grain on the world market rather than
compress domestic meat and grain consumption. The United States, whose
large grain reserves served in effect as a food reserve for the world, decided
to sell a major portion of those reserves to the Soviets. That sale raised fears
that an extended global food crisis was at hand and drove up prices further.
Concerns about world hunger were further heightened by two major
famines in the mid-1970s. There already had been several years of drought
in the Sahelian region of Africa during the first part of the decade. In 1974,
however, there was a famine both in Ethiopia and Bangladesh (the former
caused by drought; the latter by floods). These crises, which received world-
wide attention, helped boost overall aid levels as temporary responses to
famine relief. But aid levels continued to rise after the famines were over.
Aid from DAC countries rose by two-thirds between 1973 and 1975, one of
the largest increases ever over a two-year period, and continued to increase
significantly for the rest of the decade. In 1984 there was another major
famine in Ethiopia, which gained even more international attention than
the one a decade earlier, with several internationally known rock stars host-
ing benefits in Europe and the United States to raise money for relief in that
country. The 1984 famine called attention to the deepening economic crisis
in sub-Saharan Africa generally. Aid levels again rose, first to meet the needs
of the stricken Ethiopians and then continued to increase, in particular to
fund development programs and projects throughout sub-Saharan Africa.

Nongovernmental Organizations

Thus far, I have recounted the international trends and events contribut-
ing to the prominence of the development purpose of aid during the 1970s
and 1980s. But there was also a movement within many developed coun-
tries that played a key role in boosting the priority of development as well
as the overall volume of aid —the growing number and political activism of
nongovernmental organizations (NGOs)® involved in relief, development,
and associated issues. These organizations added their voices to those of
church groups in articulating the public’s concern with humanitarian
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crises and world poverty and amplified demands that their governments
respond generously with aid.

NGOs engaged in private relief activities have a long history. In the nine-
teenth and twentieth centuries, those few relief NGOs that existed (e.g., the
Red Cross, founded in 1863, and Save the Children, created in 1919) began
to use public as well as private funds to assist refugees and displaced persons
fleeing from war, famines, or other natural disasters. Much of their work
was done in Europe, but during the 1940s and 1950s, many new NGOs were
established which, as postwar relief efforts wound down, extended their ac-
tivities to promoting long-term development in poor countries. As early as
the 1940s and 1950s, several developed-country governments were begin-
ning to draw NGOs into aid-funded development work, recognizing their
potential value as service providers (especially in places where govern-
ments might not be easily able to operate) as well as educators of their own
populaces on the importance of relief and development abroad. The US
government had long channeled its relief aid through NGOs and in 1946
created a committee of NGOs to advise government agencies in relief
work. The United States also made public subsidies available to these or-
ganizations to enable them to expand and strengthen their capacities. The
Swedish government went even further in the 1950s by creating a commit-
tee of forty-four NGOs to manage Swedish aid (albeit still very modest in
amount). In Germany, both the Catholic and Protestant churches estab-
lished their own influential development arms—MISEREOR and Brot fur
die Welt, respectively.

In 1960 NGO involvement in development issues got a boost from the
Food and Agriculture Organization (FAO), a specialized agency of the
United Nations, which initiated a high-profile Freedom from Hunger Cam-
paign, establishing a number of antihunger committees in European coun-
tries that encouraged the creation of NGOs working on hunger and poverty
reduction. (It was this campaign that popularized the old Chinese saying,
often applied to aid-giving, “Give a man a fish and you feed him for a day.
Teach him to fish, and you feed him for a lifetime.””) Meanwhile, in the late
1950s, the World Council of Churches—an NGO in its own right —issued a
call for governments to dedicate 1 percent of their GNP to helping poor
countries develop. This target was adopted by the UN in the early 1960s and
eventually evolved into 0.7 percent of GNP as a target for aid-giving—a
standard against which aid-giving governments are still judged.

At this time, NGOs in a number of countries began to act as advocates
with their own governments for development aid. The War on Want and
Oxfam in the UK were among these early activist organizations. The civil
war in Nigeria in 1967 and the prospect of massive starvation in the seces-
sionist state of Biafra there further galvanized NGOs in the United States
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and Europe to press their governments to provide relief aid.® This growing
NGO activism, evident in the 1950s and 1960s, was, in the words of one
student of NGOs, “part of a movement cutting across several levels of soci-
ety, including labor, professional, religious and political groups that were
beginning to act at the time as a political lobby on behalf of those in need
abroad, especially in those societies of Africa, the Middle East, and Asia
where European colonial ties were strong.”

The 1950s and 1960s also saw the emergence of NGOs with a focus on
particular international problems, often related to development, one of
the earliest examples of which was population growth. The pioneer organ-
izations concerned with the worldwide increase in population and at-
tempting to address it through family planning were the International
Planned Parenthood Foundation, established in Bombay, India, in 1952
with branches in a number of Western countries, and the Population
Council, established in the United States in the same year. The Ford and
Rockefeller Foundations in the United States were also involved in family
planning research. In the late 1950s, the government of Sweden had begun
to provide the first aid for family planning—a small amount of assistance
to support research in this area in Sri Lanka and, later, Pakistan. But most
other governments—both developed and developing—were reluctant to
deal with this sensitive issue.

As concerns about population growth increased, especially in the United
States, new NGOs were established in the field of population and family
planning—for example, Population Action International in 1965 and the
Alan Guttmacher Institute in 1968. Pressure from NGOs, major founda-
tions, prominent individuals in the United States, and key members of Con-
gress, together with a world food crisis (especially severe in India, one of
the world’s most populous countries), led President Lyndon Johnson, in his
1965 State of the Union address to announce that the US government would
support family planning efforts in developing countries. By 1968 Congress
was writing earmarks in USAID’s budget for family planning programs.'?
Later, in the 1970s and 1980s, NGOs’ activism extended to additional inter-
national issues, especially human rights and the environment.

Another set of development-oriented organizations arose in the 1960s
and 1970s: research institutes in aid-giving countries, which produced pol-
icy-relevant research supportive of aid for development. The Overseas De-
velopment Institute in London, established in 1960, was a model. In the late
1960s, the Overseas Development Council was set up in the United States.
Similar organizations were established in Denmark, Germany, Canada, and
elsewhere.

Church-based NGOs, development and relief NGOs, organizations asso-
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ciated with particular issue areas related to development, trade unions, uni-
versities, and think tanks together made up a diverse, sometimes fractious,
but increasingly important constituency for development aid at this time in
a growing number of aid-giving countries.

Consequences: Elevating Aid’s Development Purpose

The increasing priority of development in aid-giving is evident in a variety
of trends in the 1970s and 198o0s. First of all, the distribution of aid during
this period tilted toward the poorest countries, rising from just over 10 per-
cent of total aid in 1970 to 25 percent by a decade later (see fig. 2.2). Much
of the increasing proportion of aid to the poorest was for the large number
of countries in sub-Saharan Africa, where famines and civil conflicts were
most numerous and where the development challenge appeared most in-
tractable.

During these two decades, the terms of aid also softened significantly,
with the average grant element of aid from DAC countries rising to nearly
9o percent by the early 1990s along with a modest increase in the propor-
tion of bilateral aid devoted to what the DAC calls “social infrastructure,” es-
pecially in the areas of education and health (generally regarded as essential
to development and poverty reduction).

Experience during the 1960s helped to give greater shape and sophisti-

FIG. 2.2. PERCENTAGE OF TOTAL AID GIVEN TO THE LEAST DEVELOPED
COUNTRIES
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cation to the broad policy frameworks for using aid to further development
in later decades. New thinking on aid and development in the 1970s em-
phasized helping the poor in the poorest countries. During the 1960s, aid
had been used to fund balance of payments and budgetary needs of devel-
oping countries, to finance investment projects, especially in infrastruc-
ture and industry (with some in education), and—in the case of the United
States—aid was used as an incentive for governments in Latin America to
adopt economic and social reforms. Although growth in developing coun-
tries during the 1960s was relatively healthy—exceeding the rate of popu-
lation growth in all developing regions—this was not as fast as had been
hoped. And poverty showed little sign of rapid decline. As one commenta-
tor declared: “the unparalleled economic growth rates achieved by most
developed countries during the 1960s had little or no effect on most of the
world’s people, who continue to live in desperate poverty.* Thus, at the
beginning of the 1970s, even as aid programs were becoming well estab-
lished in aid-giving countries, there was a sense of malaise with foreign aid.
DAC reports at this time speak of “donor fatigue” and a “crisis of develop-
ment.”

What eventually emerged from this period of criticism and debate on the
way aid should be used to promote development was a focus on “basic
human needs” of the poor. Rather than emphasizing aid interventions
aimed at stimulating long-term growth that, it was assumed, would eventu-
ally eliminate poverty, aid donors, starting with the World Bank and United
States, adopted aid policies that would provide immediate and direct bene-
fits to the poor—especially in rural areas of the least developed countries,
where the poor were concentrated— through funding primary education,
primary health care, rural roads, clean water, and other projects that would
eventually permit the poor to lift themselves from poverty. One popular ap-
proach to aid interventions during the 1970s involved “integrated rural de-
velopment” projects— clusters of interrelated aid-funded projects intended
to improve basic human needs in specified regions in poor countries. These
usually included activities to help expand agricultural production as well as
health, education, and infrastructure improvements. Governments of poor
countries typically tolerated but did not embrace the basic human needs
approach to development—their priorities tended to be rapid growth, in
particular in urban areas (where most elites supporting them as well as the
potentially politically troublesome masses likely to threaten them lived).
Nevertheless, the emphasis on meeting basic human needs provided the in-
tellectual basis for directing aid to the poor in the least developed coun-
tries—one element in the increasing focus on development as the central
purpose of aid.
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Yet another sign of the growing seriousness and sophistication of the devel-
opment purpose of aid was the professionalization of aid agencies them-
selves. By the early 1970s, major aid-giving governments and international
organizations began to produce official policy statements and white papers
setting out their development thinking and strategies. Additionally, realiz-
ing that theirs was a long-term task involving strategic interventions in re-
cipient countries’ economies, aid agencies began to put into place system-
atic programming arrangements to increase the relevance and effectiveness
of their aid. A typical “country programming” process would include an
overall assessment of the economic conditions in individual recipient coun-
tries, development of a strategy for aiding that country, usually over a mul-
tiyear period, and a plan for how much aid would be provided and for what
purposes. By 1973 the World Bank, United Nations Development Program
(UNDP), the European Development Fund, most major aid-giving govern-
ments (including the United States, United Kingdom, Germany), and a
number of smaller donor governments had such programming processes
in place.

In 1971 USAID introduced a new method for designing and evaluating
its projects called the logical framework, or “logframe.” This methodology,
which was based on an input/output model of analysis that included as-
sumptions about causal relationships between aid interventions and de-
sired outcomes, added a measure of rigor and detail to the management of
aid projects. This programming technique was quickly picked up by the
Germans, Canadians, and British and by the UNDP and applied to the de-
sign of their aid projects. Many other aid agencies eventually adopted it as
well, providing them all with a more systematic approach to planning aid
interventions.

Because the logical framework identified desired outcomes and how
they would be achieved, it also offered a useful basis for project evaluation,
contributing to the adoption by a variety of aid agencies in the early 1970s
of formalized evaluation systems and the establishment or upgrading of
evaluation services. By the late 1970s, there was an “explosion of interest”
in aid evaluation, according to Basil Cracknell, with most of the European
aid agencies establishing their own evaluation departments.” In 1982 an
evaluation committee was created in the DAC for aid agencies to share their
experiences and establish standards for evaluation. Since that time, most
aid agencies have adopted many of the DAC evaluation norms, though often
with rather different methodologies and varying degrees of rigor. In the
1990s evaluations broadened to include not only project and program per-
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formance, but the impact of aid on entire sectors and overall country devel-
opment as well.

The Rise of Multilateral Aid

A final manifestation of the increasing priority of aid for development in the
1970s and 1980s was the rise in importance of multilateral aid agencies, es-
pecially the World Bank and the European Development Fund (EDEF, the
principal aid agency of the European Union). Aid from these agencies was
regarded as among the most developmentally oriented of aid programs, be-
cause multilateral agencies, unlike governments, did not have diplomatic,
commercial, or cultural motives that typically influenced the country allo-
cation and use of bilateral aid.

When Robert McNamara became president of the World Bank in 1968,
he announced that “the Bank Group should during the next five years lend
twice as much as during the past five years.”® And he set about vigorously
pursuing that goal to good effect. World Bank aid (that is, lending from the
International Development Association, or IDA, the World Bank’s soft
loan'” window) enjoyed a sustained rise during the 1970s, from $162 mil-
lion in the first year of the decade to $1.6 billion ten years later. In fact,
McNamara was pushing on an open door. There was already considerable
sympathy in the United States and other countries for expanding the pro-
portion of aid channeled through multilateral organizations.® This sympa-
thy was based on a widely shared view that these funds would have a greater
impact on economic and social progress in poor countries than those pro-
vided through bilateral channels. In smaller aid-giving countries, govern-
ments also favored multilateral aid agencies, like the World Bank, the re-
gional development banks, and UN development agencies because these
governments often lacked the expertise or capacity to manage a far-flung
aid program abroad on their own.

In addition to the multilateral development banks and UN agencies,
such as the UN Development Program, the members of the European Com-
munity committed themselves in the Treaty of Rome in 1958 to set up a joint
aid program (in addition to their bilateral aid programs). The European De-
velopment Fund became a sizable source of grants to developing countries,
concentrating on the African and Caribbean countries that were former
colonies of EC member states, rising from $160 million in 1970 to $1.5 bil-
lion in 1980." (In the year 2000, aid from the European Union reached
nearly $5 billion.) Figure 2.3 shows worldwide multilateral aid as a per-
centage of total ODA from 1960 to 2004.

The increases in the relative amount of multilateral aid during the
1970s were reversed later as multilateral aid dropped to just over a quarter
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FIG. 2.3. MULTILATERAL AID AS A PERCENTAGE OF TOTAL ODA
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of total aid by the 1990s. The main reason for this decrease was the growing
resistance in the United States (especially during the administration of
Ronald Reagan) to funding multilateral aid and particularly increases in the
replenishments of IDA. And because the United States balked at increases
in IDA funding, other member states of the World Bank held back in their
contributions to maintain the same percentage relationship with that of the
United States.

To Sum Up

Over the decades of the 1970s and 1980s, aid for development came of age.
This did not mean that all donor governments put development at the top
of their foreign-aid-giving priorities. The United States and France in par-
ticular continued to deploy significant amounts of their assistance for a
variety of diplomatic purposes; the Japanese still pursued commercial and
diplomatic interests with their aid, and other governments continued to use
their aid for a mix of purposes.

Nor did the coming of age of development as a priority in aid-giving
mean that there was a broad consensus on how aid should be used for de-
velopment. Indeed, beginning in the 1980s, there was another shift in main-
stream thinking about aid for development, away from basic human needs
and redistributive goals. With the debt and balance of payments crises in
many developing countries, the emphasis in aid-giving was now on “struc-



44 CHAPTER 2

tural adjustment”—aid tied to economic reforms, such as currency devalu-
ation, trade liberalization, deficit reduction, elimination of controls on
prices, wages, and interest rates, and a host of other economic policy
changes intended to reinvigorate economic growth in developing coun-
tries. The World Bank and IMF, supported by the United States and other
governments, took the lead in shaping and negotiating economic reform
programs with developing countries. However, there were those —many of
whom were in the NGO community—who argued that economic reforms
were making poverty worse and that aid should be focused as much as pos-
sible on activities aimed directly at reducing poverty and empowering the
poor. These differences continued and sharpened as the decade wore on
without the debate being resolved. Despite these caveats, this was the pe-
riod in which development gained a preeminence in foreign-aid-giving it
had not enjoyed before. “Development,” observed Robert Asher as early as

1971, “is now the name of the game.”*

THE 1990S: A DECADE OF CHANGE

The decade of the 1990s was one of great changes in the world as well as im-
portant changes in foreign aid. The end of the Cold War lessened the diplo-
matic relevance of aid-giving for some governments but also led to the
emergence of new purposes for aid, including supporting economic and po-
litical changes in former socialist countries, addressing global problems,
promoting democracy, and postconflict rehabilitation. These new pur-
poses, plus increasing doubts about aid’s development effectiveness, chal-
lenged the prominence of the development purpose of aid. Coincident with
these changes was the rise in the overall volume of aid to its highest level
ever at the beginning of the decade, followed by a rapid decline during the
middle of the 1990s and a slow increase during the latter part of the dec-
ade. Within these changes, particularly striking was the drop in aid to sub-
Saharan Africa by one-third between 1994 and 2000. Long-term observers
of foreign aid began to wonder whether they were watching the beginning
of the end of aid for development.

Context: The New World of the 1990s

The major world event in the early 1990s was the end of the Cold War,
marked definitively by the collapse of the USSR in 1991. Globalization, the
spread of democracy, prolonged civil conflicts in a number of poor coun-
tries, and economic problems within aid-giving countries also played a role
in changing the amount and purposes of aid during this decade.
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The collapse of the Soviet Union in 1991 marked the end of the Cold War,
with two important consequences for the purposes of aid. First, the disin-
tegration of socialist regimes in Eastern Europe and the USSR (and the
breakup of the USSR itself into fifteen independent countries*) began a
transition in most of these countries from command economies to free
markets and from authoritarian regimes to democracies. They sought ad-
vice and assistance in transiting these difficult economic and political pas-
sages—assistance that the West was eager to provide to help make the tran-
sitions both smooth and permanent.

Second, while the end of the Cold War made it possible for aid-giving
governments to reduce or terminate aid to repressive and corrupt regimes
that had been assisted only because of East-West maneuvering, it also per-
mitted Western governments to ignore threats of conflict or the outbreak
of violence in developing countries, often leaving such conflicts to drag on
to cause destruction, destitution, and death for large numbers of civilians.
Some long-running conflicts, fed by Cold War competition, ended in part
as a result of the collapse of the USSR—for example, the wars in Ethiopia
and, eventually, in Angola. In other cases, however, civil violence may have
been unintentionally encouraged or provoked by the withdrawal of aid
and Western engagement, as in the former Zaire and Liberia. Altogether,
throughout the 1990s, there were fifty-seven major armed conflicts in
forty-five locations, the bulk of which were in Africa and all but three of
which were conflicts within states rather than between states.?? Their
number, prolongation, and destructiveness and the humanitarian crises
they provoked —the most horrendous being the genocide in Rwanda in
1994—led aid-giving governments to consider what could be done to pre-
vent conflicts and support recovery and rehabilitation after them. (Experi-
ence had shown that in countries that had suffered civil conflicts, civil
violence was most likely to erupt again when postconflict rehabilitation
was weak.) Several aid agencies, including USAID and the World Bank, set
up offices and programs specifically addressed to postconflict recovery and
rehabilitation.

The end of the Cold War also eliminated a key rationale for aid-giving
and thus lessened the relevance of aid among foreign policy elites in coun-
tries—above all, in the United States—where the Cold War had long been
one of the main justifications for providing aid (even if it had for some
time ceased being a major driver of where that aid went and how it was
used). There was now more political space for other purposes for aid, but
the rationales for that aid were less compelling than in the past. Thus, aid
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was vulnerable to being cut in times of economic recession and budgetary
stringency.?

Globalization

The intensification of the process of globalization in the 1990s was a second
important element in the new context of aid-giving. The ease and afford-
ability of international travel made even the most remote areas of the world
accessible to businesspeople and tourists; the revolution in information
technologies brought knowledge and real-time news about distant places to
many millions of people. The rapid expansion of international trade and in-
vestment also made economic conditions in one country increasingly sen-
sitive to those in other countries. These changes, in turn, called the world’s
attention to problems in distant lands, including civil conflict, poverty, en-
vironmental challenges, and problems of disease, especially the spread of
HIV/AIDS and, more recently, the threat of an avian flu pandemic. In short,
globalization facilitated the spread of problems across borders, while con-
tributing to a heightened awareness of their existence. Reinforcing the em-
phasis on global problems (as well as their association with development)
was a series of UN summits focusing on several of those problems, includ-
ing the UN Summit on the Environment and Development in Rio de Janeiro
in 1992, the UN Conference on Population and Development in Cairo in
1994, the UN Summit on Women in Beijing in 1995, the World Food Sum-
mit in Rome in 1996, and the Global Climate Conference in Kyoto in 1997.
Each of these summits produced negotiated statements and a plan of action
(often involving foreign aid).

Globalization brought with it a backlash. Antiglobalization groups and
organizations formed and held large demonstrations against various inter-
national organizations and activities identified with global capitalism—
against trade negotiations hosted by the World Trade Organization in Se-
attle in 1999 and large and sometimes violent demonstrations against the
World Bank on the occasion of its annual meetings. Antiglobalists argued
that the World Bank used its aid to further international corporate inter-
ests and should be abolished. While the noisy demonstrations discomfited
many (especially those attending the World Bank meetings), they did not
have a significant effect on the functioning of that institution or on foreign
aid generally.

Democratization

A third element in the context of aid-giving in the 1990s was the pace of
democratization, which picked up momentum across the developing
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world. What is often called the “third wave” of democracy commenced
with a military coup in Portugal in 1974 and subsequent democratic re-
forms by the new government there.?* In the late 1970s and 1980s, one af-
ter another Latin American country shifted from authoritarian to demo-
cratically elected regimes (even if, in a number of cases, the military still
played a major role behind the scenes in national politics). The collapse of
totalitarian regimes in Eastern Europe in the late 1980s encouraged de-
mands for democracy in sub-Saharan Africa. “National conferences” (with
representatives of various groups and segments of the population) were
held in Benin, Congo (Brazzaville), Mali, and elsewhere, many of which
rewrote their countries’ constitutions and set national elections. Multi-
party democracies were also established in Kenya, Zambia, and Tanzania.
The newly elected regimes that were put in place in response to demands
for political liberalization were often only minimally democratic, but most
were more open and less repressive than their predecessors. Foreign aid
promised to be a useful tool in promoting democracy, especially in sub-
Saharan Africa—both as an incentive for governments to implement po-
litical reforms and a source of financing for activities related to democrati-
zation, such as elections, technical assistance, and training, supportive of
those reforms.

Economic Problems in Aid-Giving Countries

A final factor in the context of aid-giving in the 1990s related more to the
amount of aid than to its purposes—the economic problems within aid-
giving countries themselves. At the beginning of the 1990s, most Western
economies faced recessions and significant fiscal deficits. For the Euro-
peans intending to join the planned EU monetary union, the Maastricht
agreement of 1992 required that budgetary deficits exceed no more than 3
percent of gross national products. In preparation for membership, a num-
ber of governments had to cut overall spending. In most countries, foreign
aid was one of the “discretionary” programs whose expenditures were not
mandated by law and so were vulnerable to such cuts, and especially so in
the wake of the end of the Cold War. In the United States, both the first Bush
and the Clinton administrations sought to reduce the federal budget deficit
and slashed aid levels substantially. And when the Republican Party gained
control of the Congress in 1995, foreign aid was further cut as part of the
efforts to reduce the overall size of government. The Japanese government,
in the face of slow growth and worsening economic problems at home (to-
gether with the example of falling aid levels in the United States and other
countries), also began to compress its aid levels in mid-decade. As a result,
foreign aid worldwide dropped by 20 percent between 1995 and 1997—the
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largest decrease in aid since the 1960s—and while it began to rise again to-
ward the end of the decade, by 2000, aid was still below its level in 1995.

Consequences: Aid’s “New” Purposes in the 1990s

As aresult of changes in the world and in aid-giving countries, by the end of
the 1990s aid had acquired four “new” purposes: promoting economic and
political transitions, addressing global problems, furthering democracy,
and managing conflict. (In fact, apart from supporting economic and polit-
ical transitions in former socialist countries, these purposes were not really
new—but each gained a prominence in the 1990s they had not enjoyed pre-
viously.)

What types of activities did aid finance as part of these new purposes?
Promoting economic and political transitions in former socialist coun-
tries included assistance for the drafting of new constitutions and laws
(e.g., property law and commercial law); for the reform of the judiciary
(e.g., establishing a jury system); for reforms in the regulatory and financial
systems; for training for political parties and the independent media; and
for strengthening civil society organizations. The best known (and most
controversial) aid in former socialist countries was support for privatizing
state-owned enterprises, the largest effort being in Russia.

Aid to address global problems included a variety of environmentally
oriented activities such as coral reef preservation, the reduction of ozone-
destroying gases, the reduction of air, water, and soil pollution, the collection
and preservation of endangered plants, and community wildlife manage-
ment programs. Toward the end of the decade, the emphasis in address-
ing global problems shifted to the international transmission of infectious
diseases, above all, HIV/AIDS.

Aid for democracy promotion (outside of former socialist bloc coun-
tries) was focused primarily on sub-Saharan Africa where, during the dec-
ade of the 1990s, demands for multiparty elections and democratic reforms
were most widespread. Aid financed the (often very expensive) first elec-
tion, which required voter registration and the creation of procedures and
capabilities for campaigning, voting, and vote counting. It helped fund the
drafting of new constitutions, political party and media training, judicial re-
forms, and strengthening of civil society organizations, especially those en-
gaged in human rights and civic education.

By the late 1990s, postconflict aid was provided from various aid agen-
cies, including the United States, the World Bank, the UN Development
Program, and the Scandinavians, to the Balkans, Guatemala, Haiti, Angola,
Mozambique, Sierra Leone, Liberia, and a host of other countries. So ex-
tensive did this type of aid become in the 1990s that, in 1997, the DAC
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member states signed on to a common policy statement on conflict, peace,
and development cooperation.?

How much aid was in fact allocated to aid’s new purposes? It is diffi-
cult to say for sure, because governments do not classify their aid in all of
these categories of purposes, so the DAC has limited data in this form. And
in any case, aid’s purposes are, as I noted in chapter 1, often difficult to dis-
entangle. We can make a very rough estimate of a breakdown among these
purposes in 2000. Bilateral aid commitments from DAC countries ascrib-
able to specific sectors totaled $50 billion that year. Of that total, $4 billion
was used to support economic and political transitions in former socialist
countries. Aid for relief was $3.6 billion. Aid for supporting government
and civil society amounted to $2.2 billion. The remaining $40 billion was
divided among three purposes: furthering diplomatic goals, supporting de-
velopment, and addressing global problems. With regard to the latter pur-
pose, bilateral aid from DAC countries to promote health and the environ-
ment totaled $3 billion, but only a portion of this sum would have been used
primarily to address these problems in a global context rather than as part
of a country development program. The best we can say is that by 2000, it
appeared that the amount of bilateral aid for the new purposes was certainly
less than $13 billion (of a total of $51 billion in bilateral aid) and probably
closer to half that amount—a small proportion of overall bilateral aid but
still a significant sum.?®

Aid for Development Revisited and Reformed

The 1990s began with two competing approaches to using aid to further
development, as noted earlier. One, associated with the World Bank (and
often criticized as “top down”), emphasized economic policy reform as a
means of stimulating growth. The other, most associated with NGOs, em-
phasized poverty reduction through small-scale, community development
activities targeted directly at the poor and engaging their participation in
planning aid-funded activities as a means of empowering them as well as
encouraging them to assume responsibility for the success and sustainabil-
ity of the activities. Some official aid agencies, like USAID, leaned more to-
ward the World Bank approach (though a portion of its aid was channeled
through NGOs). Others, like those in Scandinavian countries, sympathized
with the NGO approach.

By the middle of the decade, a truce had evolved between these compet-
ing visions of aid and development. The World Bank, under the presidency
of James Wolfensohn, began to emphasize the importance of “putting the
recipient government in the driver’s seat” in shaping aid interventions, of
poverty reduction as the end goal of development, and of funding projects
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with a more direct effect on poverty.” And a number of NGOs began to ac-
knowledge that little economic and social progress would be possible in
poor countries in the absence of a supportive policy environment and of
effective economic policy management.

But no sooner had a degree of consensus been achieved among develop-
ment practitioners than a major challenge erupted to the overall effective-
ness of development aid. Concerns about aid effectiveness were not new in
development discourse, but they gained particular prominence during the
1990s for several reasons. One was the end of the Cold War, which reduced
the national security justification for aid-giving that had also served as a
shield against attacks on aid’s developmental effectiveness. Second was the
improvement in economic data that made new assessments of aid’s impact
possible. Much more information on macroeconomic conditions as well as
household well-being, for example, facilitated time series and cross-country
statistical analyses on aid effectiveness. Third, and perhaps most impor-
tantly, was the dismal economic performance of most of sub-Saharan Af-
rica. Since the late 1970s, aid to this region had been rising, both in absolute
and relative terms, reaching one-third of bilateral aid by 1989, and for
many African countries, aid represented a significant portion of their
gross national product annually. Yet economic performance in sub-Saharan
Africa had been poor over several decades. Growth rates were often below
the rate of increase in population. Investment was low, savings were low,
and shortages of medicines, books, and other essentials continued. Further,
the region had more than its share of corrupt and repressive governments,
further impeding growth. As a result of these problems, together with
droughts, pests, disease, and an often adverse international economy, the
average real incomes for Africans in 1990 were little better than those at the
beginning of the independence period in 1960. Africa’s problems were seen
by many as compelling evidence for the inability of foreign aid to promote
development.

Several reports on aid effectiveness by the World Bank gave further cre-
dence to arguments that aid had been far less effective than had been pre-
viously assumed. The first was a 1992 internal study (that was soon much
quoted publicly) entitled Report of the World Bank Portfolio Management Task
Force (also called the “Wapenhans Report” after the Bank vice president
who led the study). The report pointed to disappointing results of World
Bank loans and criticized a number of Bank practices—especially the ab-
sence of local commitment to aid projects, the standalone nature of project
lending, and the absence of coordination among multiple donors—as con-
tributing to poor outcomes. Assessing Aid: What Works, What Doesn’t, and
Why,® published in 1998, focused on the shortcomings of recipient coun-
tries, finding that aid was ineffective in furthering growth where economic
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policies were poor —for example, where there was high inflation or barriers
to trade. And while aid was effective where there was a supportive policy en-
vironment, it had not been effective in causing governments to create such
an environment. The findings of the World Bank report and others criticiz-
ing aid were contested by scholars and practitioners, but they nevertheless
had a major impact on the way many in the policy community thought
about aid effectiveness.

Other criticisms of aid arising at this time were aimed at the practices of
aid agencies. They included the lack of “ownership” of aid-funded activities
on the part of recipients, often because donors had made the decisions on
what aid would fund without taking into account the views and preferences
of those intended to be the beneficiaries of the aid. (A senior official in the
French aid establishment once told me, reflecting on his country’s aid to
Africa during much of the second half of the twentieth century, “We asked
the questions and we gave the answers.”)

Another critique applied especially to aid in sub-Saharan Africa was the
proliferation of aid donors and their various projects, absorbing the atten-
tion and energies of overstretched African government agencies and often
disrupting their planning and budgetary processes (which were none too
strong in any case). Further, aid was attacked as involving too many stand-
alone projects that were not part of an overall strategy for poverty reduction
and growth supported by recipient governments and their publics. Finally,
aid agencies were criticized for a lack of selectivity in the governments they
aided—too much aid had been provided to governments that were corrupt,
managed their economies poorly, or lacked the capacity to use the aid ef-
fectively.

These criticisms—not just from aid’s traditional critics but increasingly
from its traditional supporters—combined with the drop in aid levels in the
middle of the decade to deepen concerns about the long-term prospects of
aid for development. They also led aid agencies rapidly to adopt a series of
reforms in the way they did business—not only to enable them better to
achieve their development missions but to protect themselves from further
cuts and eventually to expand again the scope of their operations abroad.
Those reform initiatives, described below, include results-based manage-
ment, selectivity, poverty reduction strategy papers (PRSPs) and sector-
wide assistance programs (SWAPs) to aid-giving. Also occurring at this time
were several international agreements restricting the use of aid for com-
mercial purposes. Finally, a worldwide agreement on Millennium Develop-
ment Goals for the reduction of poverty and a New Partnership for Africa’s
Development (NEPAD), proposed by African governments, rounded out
the international aid reform movement of the 1990s. While each of these in-
novations had both advantages and disadvantages, they did enable officials
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and development advocates to argue that development aid in the future
would be significantly more effective than it had been in the past and thus
helped to refresh support for it.

Results-Based Management. Even before the impulse the World Bank report
gave to the debate on aid effectiveness, the US government had embraced
results-based management, which had become popular in the private sec-
tor—an effort to identify strategic objectives, indicators of progress to-
ward those objectives, and measurable results expected within a given time
period (often covering several years). In 1993 the US Congress passed a
law—the Government Performance and Results Act—requiring that all
government agencies adopt this process in managing public programs and
expenditures. Results-based management was embraced by USAID during
the first half of the decade and spread from there to a number of aid agen-
cies in other countries, including those of the United Kingdom, Denmark,
Canada, the World Bank, and the UNDP, as they tried to improve the effec-
tiveness of their aid interventions. (This approach, while useful in focusing
aid agencies’ attention on strategic goals and measurable targets, had sev-
eral serious limitations when applied to foreign aid. The data used for indi-
cators were sometimes unreliable, and attributing changes in the indicators
themselves to aid interventions— especially after a short period of time —
was problematical. More basically, aid for development, in particular, was
often experimental, applying technologies that were sometimes new and
unproven to bring about change in complex and poorly understood soci-
eties over an uncertain period of time. The most important result—learn-
ing how to be effective in a particular kind of aid intervention in a particu-
lar place and time—was typically not included as an indicator of results.?*)

Selectivity. A policy of selectivity in the choice of aid recipients was not new
in the aid business in the 1990s. Aid-giving governments had long assumed
that if the countries chosen to receive aid had policies in place that sup-
ported development (e.g., significant investments in education and health,
equilibrium exchange rates to encourage exports, trade policies that en-
Couraged competition and economic efﬁciency, prices and interest rates
that encouraged investment, fiscal and monetary policies that contained in-
flation), aid would be effective in hastening growth and poverty reduction.
Scandinavian countries, for example, favored developing country govern-
ments with a social democratic orientation similar to their own—above all,
Tanzania. The United States and Germany, at least at the level of rhetoric,
tended to favor countries with policies that supported the expansion of the
private sector. But diplomatic, commercial, and cultural purposes of aid-
giving during the decades preceding the end of the Cold War made imple-
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menting a policy of selectivity based on development criteria difficult. With
the end of the Cold War and especially with the findings of the World Bank
study Assessing Aid, which found aid to be more effective in countries with
supportive economic policies, the notion of selectivity got a boost. By the
early years of the twenty-first century, discussions of selectivity included
not only macroeconomic policies pursued by recipient governments but the
quality of governance (and degree of corruption), political openness, and
the relative amount of government expenditures on social services and on
the military. And there were signs during the 199os that donors were be-
coming more selective in their allocation of aid, with aid flows to the most
corrupt and incompetent governments decreasing.* The US government
even sought to institutionalize the notion of selectivity in its creation of a
new aid agency—the Millennium Challenge Corporation—which was re-
quired to disburse its aid funds only to countries qualifying on the basis of
sixteen criteria involving just governance, free markets, and investment in
their own people.

Sector-Wide Assistance Programs. Following the criticisms of the World Bank
in the Wapenhans Report and the attacks on its structural adjustment lend-
ing as often being imposed on unwilling recipient governments, the Bank
began to develop a new lending instrument called a sector-wide assistance
program (SWAP) that delivered development aid through a program of bud-
get support for sectoral investment plans—for example, in health, educa-
tion, or agriculture. The plans are drawn up by recipient government min-
istries (in consultation with relevant domestic groups) and financed with
domestic resources and pooled development assistance from a variety of
aid donors. SWAPs thus addressed the criticisms that aid was too “donor
driven” and that aid donors needed to better coordinate the delivery of their
aid. A number of aid agencies, primarily in Europe, embraced this new ap-
proach to providing aid. Between 1995 and 2004 an average of $1.5 billion
per year in aid worldwide was in the form of SWAPs.?!

PRSPs. Poverty reduction strategy papers, or PRSPs, are another innovation
adopted by the World Bank in 1999 to improve the effectiveness of develop-
ment aid. These strategy papers, according to the World Bank, “describe a
country’s macroeconomic, structural and social policies and programs to
promote growth and reduce poverty, as well as associated external financ-
ing needs.”*? PRSPs are, in effect, broad development planning documents.
But they differ from those that aid donors required from recipient govern-
ments forty years earlier in that they are supposed to be developed by a gov-
ernment in consultation with its people —thus engaging its public, its civil
society, and the poor in a national conversation on development and pov-
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erty reduction. PRSPs, approved by the boards of the World Bank and IMEF,
were required by those institutions for debt relief and concessional lend-
ing— creating incentives for developing countries to produce the strategy
papers. By April 2005, fifty-six countries—thirty in sub-Saharan Africa—
had produced PRSPs or interim PRSPs (preliminary documents). These
documents were increasingly used by aid agencies worldwide as guides to
development financing in poor countries, thus providing a broad basis for
more coordinated donor aid interventions. However, an evaluation of the
PRSP process by the World Bank was lukewarm in its conclusions, remark-
ing that “Countries have understandably focused more on completing doc-
uments [i.e., the PRSP] that give them access to resources, . . . often . . . at
the expense of adaptation of the PRS process to unique country circum-
stances.”* Nor was it clear that the World Bank had yet adjusted its lending
operations in individual countries to reflect the contents of the PRSPs.

This unusually large number of reforms in the management of foreign
aid, adopted by a wide range of donor governments and international or-
ganizations, were intended to increase the developmental effectiveness of
aid. And even with their many weaknesses, the new approaches provided a
rationale for renewed increases in development assistance.

Constraining the Commercial Use of Aid

One of the explanations for aid’s ineffectiveness in furthering development
was that it had, in fact, been used to further the commercial interests of the
donor country. And those interests not only frequently collided with devel-
opment concerns, they could also undercut development by funding over-
priced, inefficient, and low-priority projects that left behind little develop-
ment but lots of debt. The 1990s saw two international agreements among
aid-giving governments limiting the commercial orientation of foreign aid.
One involved mixed-credit schemes. The mixing of concessional aid with
commercially priced loans in export packages (e.g., in bids for contracts
with foreign governments to construct large infrastructure projects) to
make the overall package financially attractive was significantly limited by
the “Arrangement on Guidelines for Officially Supported Export Credits,”
also known as the Helsinki Arrangement, negotiated under OECD auspices
in 1991. This agreement significantly constrained the use of concessional
financing for projects only to the least developed countries, only for projects
that could not attract commercial financing, and only if the concessional fi-
nancing had at least a 35 percent grant element.

A second agreement involved “tied aid”—assistance that had to be spent
in the country providing it. A number of donor governments had strongly
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resisted limits on tied aid in the past, regarding it as a means of maintaining
domestic support for aid from important commercial interests. In 2001 a
high-level meeting of the DAC endorsed a recommendation to untie aid to
the least developed countries. This agreement did not cover technical assis-
tance and food aid, however, and thus excluded a sizable amount of total
aid. But it was the first international agreement to untie aid—a sign that
governments were amenable to changing their policies on this long-
debated issue.

The Millennium Development Goals and NEPAD

Two further international initiatives were part of an effort to revive aid for
development. During the 1990s, a number of efforts had been made to es-
tablish goals for the achievement of development and development-related
activities. The UN conferences mentioned earlier proposed goals for their
particular areas. In 1996 the DAC published its report Shaping the 21st Cen-
tury: The Contribution of Development Cooperation, with seven development
goals to be realized. When the UN convened its special Millennium As-
sembly in 2000, it incorporated these various programs into the Millen-
nium Development Goals (MDGs), to be achieved by 2015.

Millennium Development Goals for the Year 2015

+ Halve the proportion of people whose income is less than $1 per day and
those living with insufficient food.

+ Achieve universal primary education.

+ Eliminate gender disparities at all levels of education.

+ Reduce child mortality by two-thirds and maternal mortality by three
quarters.

+ Halt and reverse the spread of HIV/AIDS, malaria, and other diseases.

+ Ensure environmental sustainability and reverse the loss of environ-
mental resources.

+ Halve the proportion of people without sustainable access to safe drink-
ing water.

+ Achieve by 2020 a significant improvement in the lives of slum dwellers.

+ Develop a global partnership for development.**

Whether these ambitious goals could be realized or not (and many
thought they were not likely to be achieved in the time frame agreed, espe-
cially in sub-Saharan Africa), the international agreement on them repre-
sented a renewed commitment to development on the part of the world’s
governments and created a standard of performance and a focal point for
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discussions for many in the development community on foreign aid. Real-
izing these goals was estimated by the World Bank to require an additional
$50 billion per year or more above existing aid levels.® As part of a strategy
for advancing these goals, the United Nations organized the Conference on
Financing Development in Monterrey, Mexico, in 2002. World confer-
ences, attended by heads of government, had long been a way of raising the
international visibility of particular issues and pressuring governments to
announce policy initiatives on them. The Monterrey Conference was no ex-
ception, where a number of major governments, including the United
States and many European governments, announced significant increases
in their aid for development. Data on worldwide aid flows in the years after
the Monterrey Conference show that those flows have increased substan-
tially (see fig. 2.1 above).

An effort to bolster development in Africa, proposed by African gov-
ernments, was the New Partnership for Africa’s Development (NEPAD),
adopted by the African Union in 2001. NEPAD was intended to reduce pov-
erty in the region, consistent with the Millennium Development Goals. It
emphasized good governance, peace and security, regional integration, and
capacity building. Its innovation was a periodic peer-review process, under-
taken by Africans, of the performance of African governments. These inno-
vations were to be combined with increased aid and debt relief in support
of faster growth in the region. This was the implicit compact at the core of
the “partnership” notion in NEPAD —better governance in exchange for
more aid. At the time of this writing, NEPAD was still evolving, including
the peer review process itself.

These reforms in aid processes and management in the 1990s were even
broader than those of the 1970s, when aid agencies began to professionalize
their operations. While not developed by aid agencies as a comprehensive
package of reforms, they did become the basis for those agencies to claim in
the twenty-first century that they were much better positioned to manage
aid more effectively and to handle substantially more aid as well.

Aid’s Revival

In fact, aid did begin to rise again modestly in the late 199os, initially for
emergency assistance, debt relief, and education. Setting aside the emer-
gency aid, which was temporary, the two other areas of increase were ones
that had been subject to “aid campaigns”—concerted, internationally coor-
dinated efforts led by NGOs within aid-giving countries to raise aid levels
for specific purposes. These increases signaled the beginning of a resur-
gence in the amount of foreign aid provided annually.
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A Word on Aid Campaigns

The campaign approach to aid advocacy was not new—campaigns for
famine relief in the 1970s and 1980s had helped elevate aid levels on those
occasions and not just for relief alone. In the 1990s aid advocacy cam-
paigns continued, but none was more prominent than Jubilee 2000 for
debt cancellation. Jubilee 2000 was a worldwide campaign, originating in
the United Kingdom in 1997, in support of eliminating the debt owed by
poor countries to rich ones and to international organizations. The name
was taken from the Old Testament, in which periodically (roughly every
fifty years), slaves were to be freed and debts annulled. In the Middle Ages,
the Catholic church began to celebrate jubilee years at the turn of the
century.

Many developing countries carried into the 1990s high levels of inter-
national debt, contracted from private and public lenders during earlier
decades. Heavy debt burdens could discourage potential investors, and high
debt service ratios could drain resources from already cash-strapped gov-
ernments. Demands by indebted governments and lobbying by NGOs in a
variety of capitals (spurred in the second half of the 1990s by the worldwide
Jubilee 2000 campaign to Drop the Debt*) encouraged governments and
international organizations to cancel public debts of the poorer countries
and led the World Bank to create a process for debt reduction for countries
owing it large debts. The World Bank adopted a debt reduction initiative for
the heavily indebted poor countries (HIPCs) that, while rather restrictive
and slow to be put into operation, did help some of those countries reduce
their debts to the World Bank for the first time.*” Debt forgiveness from
DAC member states rose from $650 million in 1990 to $3.7 billion in 2004.3®
Not all the debt of poor countries was eliminated during the 1990s, but the
Jubilee campaign in particular was successful in mobilizing NGOs, in help-
ing to sensitize the public in Western countries to the problems of develop-
ing country debt and poverty in general, and in getting creditor govern-
ments to cancel an increasing volume of debt to poor countries.

The rise in aid for education was also assisted by a campaign, though a
much less prominent one than Jubilee 2000. NGOs had actively supported
expanded aid for basic education during the 199os, arguing that it was most
beneficial to the many poor in developing countries. There had also been
considerable advocacy of girls’ education—girls typically enjoyed less ac-
cess to education than boys even though the social payoff to educating girls
was very high. Better educated girls became healthier, more prosperous
women and had healthier children (and smaller families)—a major boost
not only to the well-being of girls and women but to a country’s economic
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and social progress in general. A further source of advocacy for expanded
education came from human and labor rights groups concerned about child
labor in poor countries. Children in the workforce seldom attended school.
Those NGOs and unions opposing child labor were also advocates for ex-
panded basic education.

In 1990 the UN Conference on Education for All was held in Thailand.
That conference agreed on a goal of providing primary education for all chil-
dren by the end of the decade and created an Education for All Campaign of
NGOs to lobby for expanded education and increased foreign aid to further
that goal. In 2000 the World Forum on Education, sponsored by five UN
agencies, was convened in Dakar, Senegal, to assess progress over the past
decade and give further impetus to primary education worldwide. This con-
ference gave greater international visibility to the importance of primary
education and helped reenergize national and international networks of
NGOs advocating more aid to education. The increase in aid funding for
education was in part spurred by the continuing Education for All cam-
paign, led by the United Nations Educational, Scientific and Cultural Or-
ganization (UNESCO).

INTO THE TWENTY-FIRST CENTURY

Several events and trends at the beginning of the new century had a major
impact on the volume of aid, elevating its use once again to further eco-
nomic development. At the UN Conference on Financing Development
held in 2002, President George W. Bush promised to increase US aid by $5
billion, or by half, by 2006 and to make that increase permanent. In 2003
the US president promised $15 billion in foreign aid over five years to fight
HIV/AIDS (roughly $10 billion of which was additional to existing levels of
aid). In addition, prior to the Monterrey conference, member states of the
European Union promised to raise their aid to an average of 0.39 percent of
GNP by 2006, and each member state undertook to raise its aid at least to
0.33 percent of GNP—implying an increase of at least $7 billion by 2006.
Together, the United States and European commitments promised a major
boost in foreign aid —largely for development purposes—within five years.
In 2003 worldwide aid flows rose by $10 billion over the previous year, as
governments began to implement their commitments. In the United States
alone, foreign aid (without supplementals for war reconstruction and
emergency relief) was set to rise by 25 percent between 2001 and 2005—
one of the largest increases in several decades.* Furthermore, all three of
the largest aid donors—the United States, Japan, and France —sought to
reorganize their aid agencies to elevate the development purpose of their
aid. In the United States, an entirely new aid agency was created, focused



AID’S PURPOSES 59

exclusively on development aid—the Millennium Challenge Corporation
(MCC). In Japan and France, efforts were already underway to coordinate
their fragmented aid agencies better, to engage NGOs more in advising
and implementing government aid programs, and to align those programs
more with DAC norms for development assistance.

Aid levels had already begun to rise again before 2001. But the UN Con-
ference on Financing Development in Monterrey, Mexico, that year trig-
gered a big boost to aid increases. But international conferences generally
succeed only if the environment is favorable for positive action. In this case,
the economic and fiscal constraints that had led to a drop in aid in many
countries during the 1990s had eased. The United States, for example, had
gone from a budget deficit to a surplus by the early years of the twenty-first
century. And, as noted, there had been a number of reforms in aid aimed at
making it more effective.

The terrorist attack on the United States in September 2001 played arole
in predisposing political elites and publics in the United States and Europe
to support higher levels of aid for development.* The attack was inter-
preted by many in the media and among the public as a consequence of the
poverty and gross inequalities in the world. In fact, few of the terrorists
came from poor families or the poorest countries (many were from Saudi
Arabia), and social justice was not what motivated them. But perceptions
are important, and the connection between poverty and terrorism was one
that was made particularly in the European media. A more subtle and accu-
rate connection between the terrorists and weak or failed states (which
were usually in the world’s poorer countries) argued that such states could
become havens for terrorist organizations and therefore it was in the inter-
ests of the world community to help prevent state failure. No one was sure
just how to do this, but poverty as well as poor governance clearly played a
role in the turmoil in these unfortunate countries. They could not be ig-
nored by the rich countries, and aid was a potentially useful tool for pre-
venting civil conflict and state collapse. In the words of the World Bank
president in 2001:

Poverty in itself does not immediately and directly lead to conflict, let alone
to terrorism. . . . And yet we know that exclusion can breed violent conflict.
Careful research tells us that civil wars have often resulted not so much from
ethnic diversity—the usual scapegoat—as from a mix of factors, of which,
it must be recognized, poverty is a central ingredient. And conflict-ridden
countries in turn become safe havens for terrorists. . . . Our common goal
must be to eradicate poverty, to promote inclusion and social justice, to
bring the marginalized into the mainstream of the global economy and soci-
ety. . . . What should be our agenda? First, scale up foreign aid.*
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In addition to these enabling and triggering events were two other, more
fundamental, factors. First was an international norm that rich countries
should help further development in poor countries, with foreign aid as the
principal tool for implementing that norm. This norm—which did not ex-
ist a half-century earlier—was widely accepted by developed country gov-
ernments and significant portions of their publics as early as the 1970s, re-
inforced by international organizations such as the DAC, the World Bank,
the European Union, and elements of the United Nations and supported by
a growing relief and development lobby of NGOs within aid-giving coun-
tries. But albeit norms are permissive, they do not cause action themselves.
The cuts in aid during the mid-1990s mobilized NGOs to call on their gov-
ernments and publics to stop further cuts in development assistance and
instead to support increases in development support. In the United States,
the campaign called “Just 1%” (referring to the volume of aid as a percent-
age of the federal budget) was in reaction to the sharp decreases in aid dur-
ing the mid-1990s. In Germany, it was called the “Pro-0.7%),” referring to the
UN target for aid as a proportion of gross national product. Development-
oriented NGOs began to collaborate across borders in aid-for-development
campaigns and in supporting the expansion of NGOs in countries, like
Japan, where they were weak. Beginning in the 1990s, they initiated the an-
nual publication of The Reality of Aid, a review and assessment of the aid pro-
grams of their governments (modeled on the annual DAC reports but in-
tended to provide an NGO perspective on development aid).*> The United
Nations secretariat, in consultation with member states and NGOs, also
used the Millennium Assembly in 2000 to gain international acceptance
for the Millennium Development Goals, which were intended to be, among
other things, a vehicle for mobilizing international action on development
aid. All of these factors, plus others specific to individual countries (some of
which are described in succeeding chapters), combined in the early years of
the twenty-first century to revive and boost foreign aid for development and
appeared likely to sustain continuing increases in development aid.

And so, the history of foreign aid is the story of a new tool of foreign pol-
icy that began as a temporary expedient in a spreading Cold War in Europe
and Asia. At its core was an innovation: to promote human betterment in
recipient countries through economic stabilization, long-term growth, and
poverty reduction. Promoting human betterment was not initially an end
in itself for most aid-giving governments, but a means to diplomatic ends
having to do with national and international security. However, promoting
human betterment carried a political logic of its own: it proved to be a long-
term project that required a cadre of specialized professionals to accom-
plish, leading to the establishment of aid agencies within donor govern-
ments and, in a number of countries, the creation and strengthening of
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NGOs to deliver a portion of the assistance. Thus, a constituency for aid—
especially development aid—took shape inside and outside governments,
reinforced by a variety of international organizations that discussed, de-
bated, and pressed the governments of rich countries to expand the quan-
tity and quality of their aid. Foreign aid also needed to be sold to the public
in aid-giving countries, much of which proved supportive of providing pub-
lic assistance abroad to relieve suffering and hunger and to reduce the pov-
erty that led to both. Thus it was that the widely shared norm in both rich
and poor countries that the governments of the former should provide con-
cessional public resources to better the human condition in the latter
abroad gradually took shape and gathered strength in the second half of the
twentieth century. By the end of the twentieth century, foreign aid was no
longer an innovation but a common and expected element in relations be-
tween rich and poor countries.

However, the aid-for-development norm was neither unconditional nor
uncontested in major aid-giving countries, and aid never became a single-
purpose tool of foreign policy in those countries—at least not during the
period covered in this study. Aid that was ineflective, wasted, or used for
corrupt purposes provoked public criticism of aid, and economic stresses
generally in donor countries exerted powerful downward pressure on aid
levels. Nor were the constituencies supporting development aid power-
ful enough by themselves to carry sizable amounts of foreign assistance
through the annual political and budgetary processes of major aid-giving
governments. Aid usually needed a broader base of support, and with that
broader base came a mix of purposes for foreign aid. Where presidents and
prime ministers needed aid for diplomatic purposes, these purposes often
trumped aid’s other purposes. And where compelling new purposes for aid
arose, driven by emerging problems abroad, especially those that resonated
with the publics and domestic interests in donor countries, these were
added to the mix of aid’s purposes. But from the perspective of 2005, it ap-
peared that aid’s development purposes—reflected in the increasing vol-
ume, country allocation, and use of aid, as well as in the policy statements
and commitments of the leaders of major aid-giving countries and world-
wide attention to aid and poverty issues—had achieved a greater promi-
nence than at any time in the past.
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The United States: Morgenthau’s Puzzle

This book opened with a comment by Professor Hans Morgenthau in the
middle of the twentieth century that foreign aid was one of the “real inno-
vations of the modern age.” He went on to complain that “none has proven
more baffling to both understanding and action.” Morgenthau, talking
about US aid, was frustrated by its mix of purposes. Was it an instrument
of Cold War containment? Was it an expression of American altruism?
Shouldn't it be one or the other?

The fact is that US foreign aid has long been both and much more be-
sides. The combination of diplomacy and development as the most promi-
nent purposes of US aid was no accident of history. It was the result of the
peculiarities of US domestic politics: the especially controversial nature of
foreign aid, both on the right and left of the American political spectrum,
and its usefulness to both; the struggle between diplomatic and develop-
ment interests over the purposes of aid —the latter strengthening over time
but never strong enough alone to carry forward aid appropriations year af-
ter year; and the nature of American political institutions, which tended
to amplify controversies involving foreign aid. By the time of this writing
(2006), it appeared that domestic political support for aid for development
was strengthening with the growing engagement of the evangelical move-
ment in development and related activities abroad. But the War on Terror
had also elevated the prominence of diplomatic purposes in aid-giving.
Thus, the tensions between these two purposes of US aid seemed set to con-
tinue in the twenty-first century.



THE UNITED STATES 63

A HISTORY OF US FOREIGN AID

Before 1945

The antecedents to foreign aid in the United States and elsewhere were
described in the previous chapter. They include, first, relief for humani-
tarian disasters abroad. In the early decades of the American republic, the
idea of such relief was actively and often successfully opposed in Congress
as inappropriate and not permitted by the Constitution. But by the end of
the nineteenth century, public aid for relief was widely accepted and pro-
vided. Further, through its army, the United States provided some assis-
tance to improve public health, public works, and education to countries
which it occupied militarily, such as Cuba after the Spanish-American War
and, later, Haiti, the Dominican Republic, and Nicaragua. What was not
funded through the military was for the most part financed through cus-
toms collections. These transfers resembled those from colonial metro-
poles to territories over which the metropole had assumed control and re-
sponsibility. Small amounts of technical assistance were provided to Latin
American countries just before and during World War II, as mentioned in
the previous chapter. But the idea that the US government should provide
sizable amounts of public resources to independent countries to promote
sustained economic and social progress there remained in the future.

Origins: From Diplomatic Expedience to an Enduring Dualism

Foreign aid as we know it today began in the United States as a diplomatic
tool to respond to the nascent Cold War in Europe. We can almost pinpoint
the moment of its inception. On a Friday late in February in 1947, the Brit-
ish ambassador, Lord Inverchapel, informed the Department of State that
the British government would no longer be able to support Greece in re-
sisting a communist-led insurgency or to assist Turkey to modernize its mil-
itary in the face of pressures from its Soviet neighbor. It was clear immedi-
ately to Secretary of State George Marshall and President Harry Truman
that the United States would have to act to help these countries maintain
their independence and territorial integrity. And because the problems con-
fronting Greece and Turkey were as much economic as military, the United
States would need to provide economic assistance to stabilize and expand
their economies if their populations and their governments were to resist
the pressures of communism. The major challenge in providing such aid
was to persuade a fiscally conservative Congress with strong isolationist
tendencies to support the needed funding.
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Dean Acheson, at that time undersecretary of state, describes the meet-
ing called by President Truman on Wednesday, February 26, 1947, to brief
leaders of Congress on the need for aid for Greece and Turkey:

When we convened the next morning in the White House to open the sub-
ject with our congressional masters, I knew we were met at Armageddon.

.. . No time was left for measured appraisal. In the past eighteen months,
I said, Soviet pressure on the Straits, on Iran, and on northern Greece had
brought the Balkans to the point where a highly possible Soviet break-
through might open three continents to Soviet penetration. Like apples in a
barrel infected by one rotten one, the corruption of Greece would infect Iran
and all to the east. It would also carry infection to Africa through Asia Minor
and Egypt, and to Europe through Italy and France, already threatened by
the strongest domestic communist parties in Western Europe. The Soviet
Union was playing one of the greatest gambles in history at minimal cost. It
did not need to win all the possibilities. Even one or two offered immense
gains. We and we alone were in a position to break up the play. These were
the stakes that British withdrawal from the eastern Mediterranean offered
to an eager and ruthless opponent.

A long silence followed. Then Arthur Vandenberg [Chair of the Senate
Foreign Relations Committee] said solemnly, “Mr. President, if you will say
that to the Congress and the country, I will support you and I believe that

most of its members will do the same”?

And so they did, agreeing to the president’s appeal for $400 million for
Greece and Turkey. Later that same year, the administration announced the
Marshall Plan—a $13 billion, four-year program to help spur economic sta-
bilization and recovery in Europe. Like the aid for Greece and Turkey, this
program was driven by diplomatic concerns—the fear in Washington that
Europe’s faltering recovery from the war would bring communist parties to
power in France and Italy. Humanitarian and commercial concerns also
played a role in the rationale for Marshall Plan aid. But neither commerce
nor human empathy would have been enough to persuade Congress (or, for
that matter, the administration itself) to support these two aid programs. It
took the gathering threat to US security represented by the beginning of the
Cold War to move Congress and produce the “real innovation” that became
foreign aid.

There was yet a third aid initiative during the Truman administration. In
his 1949 inaugural address, President Truman proposed a “bold new pro-
gram for making the benefits of our scientific advances and industrial pro-
gress available for the improvement and growth of underdeveloped areas.”
What came to be known as the “Point Four” program of technical assistance
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was the forerunner of a more development-oriented aid program. But it was
not at the time intended to signal a significant elevation of the development
purpose of aid. It was to be small and, like the other aid initiatives, it was
presented as a temporary program and justified primarily as a means of
stopping the spread of communism.

Two events near the turn of the decade led to the prolongation and geo-
graphic spread of US foreign aid. The successful communist revolution in
China in December 1949 and the invasion by North Korea of South Korea in
June 1950 greatly heightened concerns in Washington about further com-
munist gains. In 1951 President Truman moved to establish a “Mutual Se-
curity program” to include the final installments of aid from the Marshall
Plan as well as additional aid to help the Europeans rearm and to persuade
countries along the perimeter of the USSR and the PRC to join Cold War
pacts or alliances with the United States. Without the Cold War imperative,
US foreign aid would likely have been drastically cut or terminated at the
end of the Marshall Plan. As one scholar of US aid observed, “The demise of
development assistance was forestalled by its use in the security arsenal.™

President Dwight Eisenhower came to office in 1953 intending “to cur-
tail” foreign aid.> He and several of his senior officials were unconvinced
about both its appropriateness and effectiveness. The overall amount of
assistance was declining in any case from the extraordinarily high levels of
the Marshall Plan. However, aid soon proved too useful to eliminate. It was
still needed to help the Europeans ease the economic burden of rearma-
ment; to continue to support the establishment of a network of communi-
cations facilities, military bases, alliances, and relationships around the bor-
ders of the USSR and the PRC;® and to stabilize and expand the economies
of key allies—for example, South Korea, which was recovering from war.

Several trends eventually forced the administration to rethink the heavy
emphasis on using its aid to create Cold War alliances and pump funds into
those countries directly exposed to communist pressures. First was the in-
creasing importance in world affairs of developing countries generally. And
second was the growing view among US policy-makers that supporting eco-
nomic and social progress in those countries was much more important in
shaping the outcome of the Cold War than simply providing their govern-
ments with aid to help stabilize their economies.

Elevating the importance of poor countries to the United States was
the interest in them shown by the Soviets after the death of Stalin in 1953.
Outside Moscow’s allies in China, North Korea, and Vietnam, Stalin had
had little time for the developing world. The USSR’s new rulers—Nikita
Khrushchev and Nikolai Bulganin—shared a more positive view of the im-
portance of poor countries in Soviet diplomacy. In 1956 they visited India,
Afghanistan, and Burma with offers of aid and technical assistance. Khrush-
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chev told the Indians, “We are so near that if ever you call us from the moun-
tain tops we will appear at your side.”” (One can only imagine the alarm bells
that remark set off in Washington.) The extension of Soviet aid to countries
not already in Moscow’s orbit signaled that the competition between the
United States and the USSR for influence would now be worldwide. And
the successful launch in 1957 of Sputnik—the first artificial satellite—in-
tensified that competition, as the Soviets demonstrated that the communist
system could produce spectacular technological and economic results and
offered a real alternative to the capitalist West.

Also boosting the importance of developing countries were their own
efforts to create political space for themselves between the United States
and the USSR—to avoid being absorbed by either camp (and to be able to
play one off against the other for maximum influence and advantage). The
first “nonaligned” conference of developing countries was held in Bandung,
Indonesia, in 1954. One of the movement’s early demands, which develop-
ing countries began also to raise in annual United Nations debates and else-
where, was for greatly expanded aid to further their development.

Just as the Cold War competition appeared to be spreading to the devel-
oping world generally, elements of the US policy community—including
both liberals on the left, as well as conservatives on the right of the US po-
litical spectrum —began to criticize the apparent ineffectiveness thus far of
foreign aid. Prominent members of Congress argued that using aid to “buy”
Cold War alliances had proven to be a failure. In many cases, those allies,
once bought, failed to stay bought. And in any event, the Cold War had
spread, not diminished, despite US efforts to contain it. Many political con-
servatives argued that, because of these failures, aid should be cut back or
terminated. Political liberals (like Senator William Fulbright, a powerful
member of the Senate Foreign Relations Committee) urged that what was
really needed was for economic assistance to be reoriented toward further-
ing the long-run development of poor countries so that at least their poverty
would not drive them into the arms of the communists.

One of the people who promoted the idea of using aid to support long-
run development was Walter Rostow of MIT. He had floated a theory of de-
velopment and modernization—relatively straightforward and highly ac-
cessible to politicians and policy-makers—that proceeded through a series
of stages, beginning with traditional societies and subsistence economies
reliant on low-level technologies, which then moved to a period of “pre-
conditioning” (rising aspirations and commitment on the part of the soci-
ety and government to achieve modernization and growth), then through a
period of economic “take off” to an era of sustained growth, followed by a
drive to maturity, and, finally, arrival at a high mass-consumption society.®
Where growth and modernization were lacking, argued Rostow, discontent



THE UNITED STATES 67

and despair could lead to support for radical doctrines, including commu-
nism. Even where modernization did occur, the stresses of fundamental
social and economic changes could also make radical ideologies attractive.
Foreign aid could play a key role both in spurring modernization in devel-
oping countries and in reducing the stresses associated with that process.

Rostow not only had a theory of development and a justification for aid;
he also had the access that enabled him to promote his ideas with senior
officials in the Eisenhower administration from the early 1950s and in the
mid-1950s to influential Democrats such as Senators William Fulbright and
John F. Kennedy. (He later served on the National Security Council in the
Kennedy administration.) With his ideas and access and his energy and per-
severance, Rostow was the most successful intellectual entrepreneur of his
day in influencing aid policies.” His ideas (which seem simplistic a half-
century later) provided the policy world of the 1950s and 1960s with a rea-
son for focusing aid on economic and social progress in poor countries and
arationale for a long-term policy of aid-giving since development and mod-
ernization would clearly not take place in a few short years.

The beginning of a reorientation in US aid became evident in the late
1950s. In 1957 the administration (with congressional support) separated
economic from military assistance and created a Development Loan Fund
(DLF) to provide concessional credits to developing countries world-
wide (i.e., not, as in the past, just those in areas of potential conflict with
Moscow) to promote their long-term growth. One year later, the adminis-
tration supported the establishment of the International Development
Association (IDA), a soft loan window of the World Bank.

The establishment of IDA grew out of an idea of Senator Mike Mon-
roney, who proposed transferring to the World Bank the large quantity of lo-
cal currencies, generated from repayments of earlier US aid loans, then in
the accounts of the US Treasury, to be lent by the World Bank on “soft,” or
highly concessional, terms. It soon became apparent that loans in local cur-
rencies had many potential problems, including feeding inflation and bal-
ance of payments deficits in borrowing countries. But loans from the World
Bank in hard currencies on soft terms did make sense, given the poverty of
many of the poorer developing countries, the mounting international debts
of others, and the absence of a soft loan window at the Bank. Further, de-
veloping countries in the UN had been pressing vigorously for nearly a dec-
ade for a Special UN Fund for Economic Development that would also make
soft loans for development. Successive US administrations had resisted
such an idea, not wishing to see another fund placed in the UN, where, on
the basis of one state, one vote, developing countries would have a predom-
inance of votes and control. (This was not the case with the World Bank,
where voting power was tied to the amount of member states’ contributions
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and where the United States, because of the proportion of votes it had, in
effect had a veto.) With administration support, the Senate passed a resolu-
tion in support of the new World Bank lending facility, and the administra-
tion proceeded to negotiate it with other members of the Bank. The Inter-
national Development Association of the World Bank began operations in
1960.

Another aid initiative at this time involved the establishment of the
InterAmerican Development Bank (IADB). This regional development
bank, a large proportion of the funding for which was to be provided by the
United States, would make loans to countries of Central and South America
and the Caribbean for development purposes. Such a bank had long been
something countries in Latin America had wanted. But it took open mani-
festations of anti-American sentiment (including the violent demonstra-
tions against Vice President Nixon when he visited the region in 1958) and
the political and military gains by Fidel Castro in Cuba to persuade the
administration to agree later that year to the establishment of the Inter-
American Development Bank.

These new initiatives were added to a program of food aid (also known
as Public Law 480, or PL480) created in 1954. This program involved trans-
ferring US agricultural surpluses abroad on concessional terms, to provide
relief, spur development, support diplomatic goals, and, at times, to expand
markets for US agricultural exports. (Food aid can provide additional food
in emergencies or for food-for-work programs, as well as for school feeding
programs and other nutrition interventions. It can also provide balance of
payments and budgetary support for recipient governments where food re-
places imports that would otherwise have been made or where it is sold—
or “monetized”—by the government in the local market.'?) In contrast to
other programs of foreign aid, food aid proved relatively uncontroversial at
home, having the strong backing of US farm organizations (especially the
powerful commodity producers’ groups whose products were being ex-
ported as food aid) as well as NGOs (many of which managed food-aid pro-
grams) and antihunger advocacy groups. The PL480 program also provided
amodel that, in ensuing decades, would be replicated by Japan and Europe
as they set up their own food-aid (and agricultural surplus disposal) pro-
grams in the late 1960s and led to the creation of the World Food Program
in 1963, which provided food aid for humanitarian emergencies.

Finally, toward the end of the Eisenhower administration, foreign aid be-
gan to rise modestly. It had begun in the late 1940s as an expedient to deal
with short-term diplomatic crises arising from an expanding Cold War. But
with the increasing emphasis on furthering long-term development as a
means of achieving Cold War objectives, it had begun to move from being
an expedient to an increasingly permanent element in the toolkit of US
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diplomacy. Indeed, President Eisenhower, after having announced at the
beginning of his administration that he wanted to curtail aid, is reported to
have offered toward the end of his time in office “to give up part of his own
salary to ‘meet the pressing need of adequate funds for foreign aid.”*

The Kennedy Administration—A Focus on Development as Diplomacy

John F. Kennedy became president in 1961, bringing with him an enthusi-
asm for foreign aid that was replicated by no other twentieth-century pres-
ident. In a special message to Congress shortly after taking office, Kennedy
warned, “There exists, in the 1960s, an historic opportunity for a major eco-
nomic assistance effort by the free industrialized nations to move more than
half the people of the less-developed nations in to self-sustained economic
growth. . . . we are launching a Decade of Development on which will de-
pend, substantially, the kind of world in which we and our children shall
live”*? It was in Kennedy’s administration that promoting development be-
came an established priority of US foreign aid, although, for Kennedy and
others in his administration, development was still primarily a means to the
end of Cold War containment.

The president undertook several important initiatives involving US aid:
he launched the Alliance for Progress for Latin America, and he offered aid
to the burgeoning number of newly independent African countries. He put
pressure on governments in Western Europe and Japan to take up the bur-
den of aiding development abroad. And in what was arguably his most last-
ing legacy in foreign aid, Kennedy reorganized the way the US government
managed its aid programs.

The Alliance for Progress

The Alliance for Progress was inspired in part by the fear that, with a Marx-
ist government installed in Havana since 1960 under the leadership of Fidel
Castro, the temptations of communism might become more immediate and
compelling to other countries in the Western Hemisphere. Foreign aid to
spur reforms (e.g., land reform and tax reform) and to finance new projects
in education and infrastructure would, it was hoped, promote moderniza-
tion, development and democracy and diminish radical impulses.”® Be-
tween 1960 and 1964, US aid to Latin America (which had been small in the
past) rose fivefold—from $157 million, or 5 percent of US aid, to $989 mil-
lion, or 25 percent of US aid overall.** Also in the early 1960s, much of sub-
Saharan Africa gained independence. The Kennedy administration offered
aid to most of these new countries, increasing assistance to the region from
$38 million in 1960 to nearly $220 million in 1964. Additionally, the presi-
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dent created the Peace Corps to send Americans to developing countries to
help in technical assistance, training, and managing small aid projects.
With these and other increases, overall US aid levels rose roughly by one-
third during this period, from just under $3 billion in 1960 to just over $4
billion in 1964. Figure 3.1 shows US aid from 1946 to 2003.

The Kennedy administration also put pressure on other governments—
especially the Germans and Japanese (now well on their way to recovery
from the Second World War) to expand their own aid programs. Persuading
the Germans, in particular, to commit to a major increase in foreign aid was
not just a means to expand overall aid levels worldwide but also a tactic of
the Kennedy administration to encourage the Congress to raise US aid sig-
nificantly on the understanding that other governments were also raising
their aid. (Kennedy used the prospect of increases in US aid to persuade the
Europeans to expand their aid as well —a case of “double-edged diplomacy”
if ever there was one.”®) The administration took an active role in the De-
velopment Assistance Committee (DAC) of the OECD —the international
club of aid-giving governments created a US initiative to exchange views,
coordinate aid, and, most importantly, to exert pressure on one another to
expand their aid programs.'® Finally, the Kennedy administration proposed
that the UN proclaim the 1960s as the first Decade of Development and
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support the establishment of a target of 1 percent of GNP in financial
flows (private and concessional) from rich countries to poor countries.
All of these efforts were made to encourage other countries to raise their
aid levels."”

While the efforts of the Kennedy administration produced an expansion
in US aid, the willingness of Congress to support such an increase did not
last long. By 1962 aid’s critics complained that USAID was too slow and had
too few results to show for its efforts, particularly in Latin America. That
year, Congress slashed the administration’s request for aid by 20 percent.'®
Behind these criticisms (which were rather hasty given the time it takes to
set up both a new agency and to start a major new program) were conserva-
tives in Congress who continued to challenge the appropriateness of the
United States providing aid at all and who were skeptical of its ability to
bring about beneficial economic and social change abroad. One particularly
well-placed member of Congress—Otto Passman, a Southern Democrat
who was chairman of a key foreign aid committee (the Foreign Operations
Appropriations Subcommittee of the House Appropriations Committee)
and in charge of getting aid appropriations through the Congress—attacked
aid as “ill-conceived, badly executed, unrealistic, wasteful and expensive.”*
Others feared that foreign aid would lead the United States into protracted
engagements throughout the world that could prove costly and difficult
ever to shed. The new aid programs started in Africa especially fueled these
fears where, it was felt, the Europeans should take primary responsibility
for development in their former territories. In 1963 a blue-ribbon commit-
tee of private notables, chosen by President Kennedy to study and (he
hoped) recommend increased aid, instead gave voice to these fears, con-
cluding that “we are trying to do too much for too many too soon, that we
are over-extended in resources and under-compensated in results and that
no end of foreign aid is either in sight or in mind.”? These criticisms and op-
position to aid in Congress and among elements of the public led to a de-
cline in US aid during most of the remainder of the decade. Foreign aid may
have become a permanent tool of US foreign policy, but it remained a highly
controversial one.

Organizing US Foreign Aid

One of the most important of Kennedy’s foreign aid initiatives was to unify
two existing aid agencies, the Development Loan Fund and the Interna-
tional Cooperation Agency (ICA) (part of the Department of State and re-
sponsible for technical assistance), into a single new one—the Agency for
International Development (USAID)—that would be semi-independent
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from the Department of State. (Responsibilities for US contributions to the
World Bank and regional development banks would remain in the Depart-
ment of the Treasury.) He announced his intention to reorganize US aid
with the following critique of existing arrangements (which is still heard

today):

no objective supporter of foreign aid can be satisfied with the existing pro-
gram —actually a multiplicity of programs. Bureaucratically fragmented,
awkward and slow, its administration is diffused over a haphazard and irra-
tional structure covering at least four departments and several other agen-
cies. The program is based on a series of legislative measures and adminis-
trative procedures conceived at different times and for different purposes,
many of them now obsolete, inconsistent and unduly rigid and thus un-
suited for our present needs and purposes. Its weaknesses have begun to
undermine confidence in our effort both here and abroad.?

There was an extended debate in the administration, in Congress, and
among policy analysts on how a new aid organization should be organized
and where it should be located bureaucratically. A number of studies, for ex-
ample, those done by the Brookings Institution (a Washington think tank)
and the International Cooperation Agency, urged the establishment of a
new, cabinet-level agency that would combine existing aid programs. Some,
like the Ford Foundation, suggested instead that existing aid programs be
merged and placed in the Department of State under the direction of an un-
dersecretary. Aid planners resisted putting the new agency within the State
Department for fear that its development mission might be overwhelmed
by diplomatic imperatives. They were also reluctant to create a cabinet-level
agency that would be fully independent of other agencies, because they
wanted to ensure that the new agency would be to some extent supervised
by the State Department and its aid would continue to serve diplomatic pur-
poses. In the end, it was decided to create a semi-independent, subcabinet-
level aid agency whose administrator would report to the secretary of state
and the president. They decided, in effect, to institutionalize aid’s emerging
dual purposes of diplomacy and development, giving both an organizational
voice within the US government.>

It was also decided at this time that assistance managed by USAID would
be conditioned on the recipient government having a plan for its country’s
long-term development. This was the beginning of a country programming
process (in contrast to ad hoc funding of aid projects and programs as op-
portunities arose), in which the overall needs of a developing country were
considered in decisions on how to program foreign aid—specifically, what
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to finance and where to finance it. USAID was further professionalized in
the 1970s as it adopted the “logical framework”—a structured approach
for planning aid projects—and created an evaluation service. From the
beginning, USAID was a highly decentralized agency, with field missions
responsible for proposing projects and programs and for overseeing their
implementation. (Projects themselves were increasingly implemented by
consulting firms and NGOs during the 1970s as USAID moved from being
a “retailer” to a “wholesaler” of foreign aid.) Over the years, field missions
gained the authority to allocate funds as well, albeit within budgetary and
programmatic limits set by Washington. USAID officials also put a strong
emphasis on basing the allocation of aid on the development performance
of recipient governments—an early effort to be selective in providing aid.
It was here that the diplomatic and development purposes of US aid most
frequently collided. The good performers—those governments that were
capable, clean, and committed to development—did not always carry
much importance diplomatically, and the diplomatically important coun-
tries were often “poor performers.” Perhaps the best-known example of
the latter was the Democratic Republic of the Congo (formerly Zaire),
which was regarded in Washington as diplomatically important (receiv-
ing $1.1 billion in aid from the United States between 1960 and 1990) but
was so corrupt and poorly led that the aid produced little of lasting devel-
opment value. As was intended, it likely helped strengthen the govern-
ment of Mobutu Sese Seko in the face of internal and external threats
(and Mobutu’s own assertions that the country might fall apart or turn to-
ward Moscow should he be overthrown) by signaling US support for his
regime. This tension between the developmental and diplomatic pur-
poses of aid has produced a long-term problem in US aid: its effectiveness
is assessed on the basis of its achieving its development goals, but where
it is provided primarily for diplomatic purposes, the ability of aid to be
effective developmentally may be impaired by the nature of the regime re-
ceiving it.??

By the mid-1960s, the organization of US foreign aid for much of the re-
mainder of the century was nearly complete. It turned out to be one of the
more complicated arrangements of any aid-giving government. The three
major bilateral aid programs were Development Assistance (DA), Security
Supporting Assistance (SSA, later renamed the Economic Support Fund,
or ESF), and food aid (also called PL480). Development Assistance was al-
located and managed by USAID, with some negotiations on the country
allocation with the Department of State. Its main purpose was funding
development-oriented activities. But it was sometimes provided for diplo-
matic or security purposes. SSA/ESF was allocated primarily by the De-
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partment of State (often with some consultation with USAID). USAID
managed the implementation of SSA/ESF. Initially intended as balance of
payments support to ease the cost of security-related expenses in recipient
countries, it eventually came to be used to fund development-oriented proj-
ects and programs as well.

For food aid, whose budget was located in the Department of Agriculture
but which was managed primarily by USAID, country allocations for most
of the period of this study were determined by an interagency group made
up of the Department of Agriculture, Department of State, Treasury De-
partment, USAID, and Office of Management and Budget (OMB). In the
1990s the interagency group was disbanded and both the allocation and
management of the humanitarian and development-oriented elements of
this program were located in USAID, which still consulted, however, with
the other agencies, especially with the Departments of State and Agricul-
ture. Food aid’s main purpose was furthering development and providing
emergency relief. But it was sometimes allocated in support of diplomatic
purposes, especially in Indochina, where it was used to ease the import
costs of the governments of South Vietnam and Cambodia while the US was
involved in the war there. And in its early decades, it was used to develop
markets abroad for US agricultural exports.

The Treasury Department was in charge of US participation in the multi-
lateral development banks (like the World Bank) and, later, debt relief,
while the State Department managed voluntary contributions to most UN
development agencies, such as the UN Development Program (included in
International Organizations and Programs, or IO&P) and later set up and
managed its own sizable fund to support refugees, especially those settling
in the United States, as well as programs associated with drug control in
cocaine- and heroin-producing countries. (The role of foreign aid in drug-
control programs was to provide coca farmers with alternative crops to
grow in place of coca— called “alternative development” programs. These
programs were concentrated in Andean countries, where most coca was
grown, but they had spotty success. Carrots just did not bring the same in-
come as coca.)

The Peace Corps was an independent agency and managed programs of
volunteers working in schools, community projects, and governments in
developing countries. In the 1970s the InterAmerican Development Foun-
dation—a small government agency —was set up to fund community-based
activities in Central and South America. An African Development Founda-
tion was set up in 1980 to finance similar activities in that region.

The relationship between the organizations participating in aid deci-
sions and the several aid programs that they governed and managed in 1965
are set out in figure 3.2. The ovals represent the agencies, the squares rep-
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FIG. 3.2. THE ORGANIZATION OF US FOREIGN AID, 1965
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Development Becomes an End: Aid under Presidents Johnson, Nixon,
and Ford

Criticisms of foreign aid continued through the Johnson administration
(1963—67). Aid for Latin America diminished as the threat of communist
revolution abated. Aid to Africa fell as fears of an expansion of Soviet in-
fluence there also diminished and hopes for democracy were overturned
by a spate of military coups. Additionally, criticisms of too extensive US en-
gagement worldwide led the administration to close a number of its aid mis-
sions abroad (especially in sub-Saharan Africa) during the second half of the
1960s. While aid for Vietnam, Cambodia, and Laos rose with the intensify-
ing war and the deepening US involvement in Indochina, overall levels of
aid drifted downward from the mid-1960s to the mid-1970s.

As had been the case with President Kennedy, President Johnson, facing
serious criticisms of aid, created a committee to study foreign aid and make
recommendations for its reform. The General Advisory Committee on For-
eign Aid (called the “Perkins committee,” after its chairman) produced a
report that recommended that a larger portion of US aid be channeled
through multilateral development banks as a means of reducing the diplo-
matic element in aid allocations. This report came too late in the Johnson
administration to be the basis for action. It was followed in 1970 by a report
requested by President Nixon (and called for by the Congress) that was
known as the “Peterson Report,” which also recommended that US multi-
lateral institutions become the “major channel” for development assis-
tance.?* The recommendations of the Peterson Report formed the basis for
a plan by President Nixon to undertake a fundamental reorganization of
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foreign aid, intended by its supporters to put greater distance between the
diplomatic and developmental uses of aid and to upgrade the latter. Presi-
dent Nixon proposed to Congress that USAID be eliminated and three sep-
arate US government agencies be created to replace it: an International
Development Bank to manage aid loans; an International Development In-
stitute for research and technical assistance; and an International Develop-
ment Council to coordinate trade, finance, and investment policies vis-a-vis
developing countries. Congress declined to act on such a radical reorgan-
ization, and Nixon, lukewarm about the idea and with many other pressing
issues to deal with, did not push it strongly.

Congress did enact an important change in US aid policies, however,
that strengthened the developmental focus of that aid. In 1971 political lib-
erals—unhappy about the war in Indochina and the large amount of mili-
tary assistance the United States was providing abroad —joined with con-
servatives who disliked aid in any case to vote down for the first time an aid
authorization bill.%»

Congressional refusal to pass aid legislation led the administration and
key members of Congress to search for policy initiatives that would restore
at least liberal support for foreign aid. At that time, research purported to
show that economic growth during the previous decade had not “trickled
down” to benefit the poor and may even have made some of them worse off.
These findings coincided with an increasing emphasis within the US devel-
opment community on growth with equity, participation by the poor in de-
velopment decisions, and the use of aid directly to help the poor improve
their quality of life and income-earning capabilities.?® With the advice of the
Overseas Development Council (a Washington think tank specializing in
developmentissues) and the support of the administration, in 1973 the Con-
gress passed new aid legislation that mandated a shift in the use of US aid
toward funding projects for the “basic human needs” of the poor in devel-
oping countries, in effect, underlining the development purpose of aid both
in its country allocation (emphasizing poor countries) and its use for such
things as primary education, primary health care, and agricultural develop-
ment (since most of the poor were in rural areas).

President Nixon also sought to “emphasize the humanitarian aspect” of
foreign aid in the rationales for providing it. For example, in his message to
Congress on foreign aid in 1969, the president declared, “There is a moral
quality in this nation that will not permit us to close our eyes to the want in
this world. . . . We have shown the world that a great nation must also be a
good nation. We are doing what is right to do.”?” Whether Nixon, despite his
hard-headed realist image, was also motivated by altruistic concerns for
helping the poor abroad or whether (as seems likely) he was simply trying
to balance an aggressive military posture in Indochina with more humani-
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tarian policies involving development aid to garner political support from
liberals at home sufficient to pass aid legislation, his remarks, together with
increased US aid to multilateral banks and his emphasis on basic human
needs, served to elevate the development purpose of aid as an important
end in itself as well as a means of fighting the Cold War. This change in em-
phasis did not immediately lead to a sustained increase in the overall level
of US aid. But several events later in the decade did.

Meanwhile, another indication of the rising importance of development
as a purpose of US aid was the increasing percentage of that aid allocated
to multilateral aid agencies, in particular, the World Bank, as shown in fig-
ure 3.3. During the Nixon administration, a variety of official reports and in-
dividuals (including Robert McNamara, the president of the World Bank)
urged that more US aid be channeled through these institutions as a means
of increasing the developmental purpose and impact of that aid.

Gerald Ford became president in 1974 after President Nixon was forced
to resign. That was the year in which the drought in the Sahelian region of
Africa that had begun in the early 1970s culminated in serious suffering and
starvation in Ethiopia. In the same year, there were floods in Bangladesh,
also leading to famine and suffering there. Both were widely reported in the
US media and led to a quick jump in emergency aid. Between 1974 and 1975,
US food aid more than doubled and aid to one of the most affected coun-
tries—Bangladesh —tripled. Thereafter, the overall volume of US aid began

FIG. 3.3. MULTILATERAL AID AS A PERCENTAGE OF TOTAL US AID
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to rise steadily. It seems quite likely that the well publicized problems of
famine and human suffering and the broader specter of world food short-
ages during the first half of the 1970s encouraged the administration to be-
gin a multiyear expansion of aid, predisposed the US public to support an
increase in aid (framed as part of the fight against world hunger), and eased
for a time congressional resistance to such an increase. Several public opin-
ion polls sponsored by the Chicago Council on Foreign Relations during the
1970s support this observation. In 1974 only 8 percent of those interviewed
thought “world hunger” (which was often regarded as both starvation and
the poverty that contributed to it) was one of the two or three important for-
eign policy problems facing the United States, while 18 percent thought that
cutting foreign aid was a high priority. By 1979, 16 percent thought hunger
was one of the most important problems facing the world and only 1 percent
thought cutting foreign aid was a priority. Another poll done in 1978 found
that 59 percent of those interviewed thought that combating world hunger
should be among US foreign policy goals.?® A further reflection of the in-
creased concern about world hunger was the creation during this decade of
anumber of NGOs dedicated to fighting that problem: Food for the Hungry
(established 1971), Bread for the World (1972), Institute for Food and De-
velopment Policies (established 1975, later renamed Food First), and Action
against Hunger (1979). Several of these NGOs— especially Bread for the
World—became active advocates of aid to help the “hungry” (an emotive
term used by many to refer not only to a shortage of food but to poverty and
human deprivation generally).

The second event that affected US aid during the administration of Pres-
ident Ford involved its use for diplomatic purposes. It had its beginnings be-
fore Ford moved into the Oval Office. In 1973 the Egyptians and Syrians at-
tacked the Israelis in the Yom Kippur War. After some gains, the Egyptians
and Syrians were pushed back by the Israeli army. A ceasefire was called as
Israel was threatening to surround Egypt’s Third Army and the Soviets were
threatening to intervene to protect it. In the aftermath of that war, the Ford
administration sought to bring about a comprehensive peace settlement
between the two adversaries, and aid —first to Israel and then to Egypt—
became a tool of this “peace-making” diplomacy. Such a settlement was im-
portant to the United States in part because of Cold War concerns regard-
ing Soviet influence in an unstable, strategically located region with large
amounts of oil (making it, in part, an element in US Cold War diplomacy)
and in part because of ties of affinity with Israel felt by many Americans
(and not solely Jewish Americans). President Ford did not achieve a settle-
ment, but he did gain an interim agreement between the two countries that
reaffirmed the ceasefire of 1973 and committed them to settle their differ-
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ences peacefully in the future. US aid to both governments was a support
and incentive to their keeping the agreement. In 1975 the United States pro-
vided Israel with $350 million, up from $50 million the previous year, and
in the following year, the administration provided Egypt with $245 million,
up from $80 million in 1975. These commitments caused Egypt and Israel
to become the largest recipients of US aid in the world. Combined with ris-
ing aid in response to emergency needs, a diplomacy of peace-making in the
Middle East also helped to boost overall US aid levels.

Foreign Aid from Carter through Reagan

President Jimmy Carter brought two important things to US foreign aid: an
emphasis on human rights and negotiation of the Camp David Accords be-
tween Israel and Egypt, formalizing a peace agreement between the two gov-
ernments. Shortly after he took office in 1977, President Carter described a
commitment to human rights as a “fundamental tenet of our foreign pol-
icy’# US aid, including US support for loans made by international finan-
cial institutions like the World Bank, would be conditioned on the human
rights performance of recipient governments. This policy was applied with
some flexibility, especially to bilateral aid, depending on US interests in par-
ticular countries. But the overt emphasis on a government’s human rights
performance as a criterion for aid represented a departure from the past as
well as from the practices of most other donor governments.*

The Camp David Accords were signed in 1978. Albeit there was no ref-
erence to foreign aid in the Accords,?* it was generally understood in Wash-
ington that sizable aid programs, both to Israel and Egypt, would be im-
portant to sustain them. And while the annual levels of economic aid to
these two countries varied somewhat, they were expected normally to be
authorized at $800 million for Egypt and $1.2 billion for Israel annually.
The approximately $2 billion per year for these two countries equaled a
quarter of US bilateral aid annually through most of the remainder of the
century and solidified “peace-making” as a prominent diplomatic purpose
of US foreign aid.

Thus, by the end of the presidencies of Kennedy, Johnson, Nixon, Ford,
and Carter, the United States had a truly dualistic aid program —with a
strong diplomatic orientation (including both Cold War containment and,
now, peace-making objectives in the Middle East) combined with a signifi-
cant development purpose. The diplomatic purpose was most evident in the
choice of the major recipients of US aid, but development also played a role
in that choice, particularly in sub-Saharan Africa. Development purposes
played the key role in decisions on the use of aid, in both diplomatically and
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developmentally important countries. To illustrate this complicated mix-
ture of motives, consider the twenty countries that received the largest
amount of US bilateral economic assistance in 1980 (listed in descending

order):

1. Egypt 11. Sri Lanka
2. Israel 12. Pakistan

3. India 13. El Salvador
4. Turkey 14 Dominican Republic
5. Indonesia 15. Kenya

6. Bangladesh 16. Peru

7. Sudan 17. Honduras
8. Philippines 18. Zambia

9. Jordan 19. Nicaragua
10. Somalia 20. Cambodia*

Aid to Israel and Egypt was associated with peace-making and regional
security, as was aid to Jordan, Sudan, and, to an extent, Turkey. Aid to Cam-
bodia involved postcontflict recovery in a diplomatically sensitive region.
Aid to the Philippines was influenced by the presence of US military bases
there. Development concerns were strongly reflected in the levels of aid to
Bangladesh, Sri Lanka, and Bolivia. Aid to most of the rest of these coun-
tries was influenced both by diplomatic and developmental purposes— for
example, in Kenya, Somalia, and Zambia, where problems of poverty and/
or Cold War regional strategic considerations played a role in their rela-
tively large amounts of aid for these countries—as was aid to El Salvador,
Nicaragua, Honduras, and Peru (where left-wing politics and insurgency
were on the rise). Aid to India and Pakistan involved diplomacy (specifi-
cally, a degree of Cold War balancing and regional peace-making) as well
as development. Many of the smaller aid programs not listed here—those,
for instance, in Burkina Faso, Botswana, Benin, Mali, Nepal, and numer-
ous others—were motivated far more by development than by diplomatic
purposes. And although limited in their individual sizes, the smaller pro-
grams, together with aid to multilateral institutions, added up to half of US
foreign aid in 1980.

Finally, there was another effort to reorganize US foreign aid during the
Carter administration—this time, originating in the Congress. Senator Hu-
bert Humphrey, frustrated by the fragmentation in US foreign aid, proposed
the creation of an International Development Cooperation Agency (IDCA)
to replace USAID and have significant responsibility for US aid to multi-
lateral development banks, international development organizations,
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the Peace Corps, and the Overseas Private Investment Corporation. The
source of this initiative may, in fact, have come from USAID staff to preempt
what seemed like an attempt on the part of the State Department to seize
control of USAID’s budget. Early in the administration, the policy planning
staff of the Department of State, in an unusual move, decided to review and
revise USAID’s budget proposal to the White House for the coming fiscal
year. In theory, USAID’s budget always went first to the secretary of state for
transmission to the White House. In practice, the budget had typically been
negotiated at a lower level between USAID and State Department officers,
and the review by the secretary was perfunctory. This sudden change in pro-
cess by the State Department appeared to USAID as a form of takeover.*
The IDCA director would report only to the president. This was an effort to
move toward a more unified, more autonomous, and more powerful develop-
ment aid agency—in effect, upgrading the priority of the development pur-
pose of aid. It provoked considerable opposition from affected government de-
partments and agencies and did not pass in Congress. But it did lead President
Carter to issue an executive order creating a much less powerful IDCA to “co-
ordinate” all the programs included in the congressional bills. Little coordi-
nation actually took place, however, because IDCA had no real authority over
any of the programs, personnel, or budgets in its purview. And, not surpris-
ingly, none of the agencies with responsibilities for aid programs—which in-
cluded the Treasury Department, the Peace Corps, the Overseas Private In-
vestment Corporation, and USAID —were willing to cede IDCA any of their
authorities. IDCA eventually became moribund and was finally eliminated by
President Bill Clinton.

The Reagan administration came to office in 1981 as one of the most ideo-
logically conservative regimes in recent memory and was expected to reform
and reduce US aid. One of its first actions was a proposal from David Stock-
man, the new director of the powerful Office of Management and Budget, to
terminate completely US contributions to IDA and the soft loan windows of
the regional development banks.?* I was just leaving my post as deputy assis-
tant secretary of state for Africa as this incident occurred. I had the impression
that all the country-desk officers in the Africa Bureau had called US ambassa-
dors in their capitals to inform African governments of this policy and infor-
mally to encourage them to ask their ambassadors in Washington to make a
démarche at the State Department in opposition to the proposal. I understand
that such a démarche was in fact made. This is a case of gaiatsu—a technique
common in Japan, in which Japanese officials ask foreign government officials
to lobby the Japanese government on issues favored by the Japanese officials—
which I'will discuss in the next chapter of this book. Opposition to such a dras-
tic change from the Department of State, from US allies, and from developing
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countries led the administration to back off and instead to cut its IDA contri-
bution significantly, producing a drop in replenishments for IDA by a quarter
as other governments reduced their contributions accordingly. From averag-
ing one-third of US aid in the years 197880, aid to multilateral institutions
fell to an average of 22 percent during the years 1986—89.%> However, the ad-
ministration soon found the World Bank useful in promoting what President
Reagan called “the magic of the marketplace”—specifically, the importance of
economic reforms that promoted free markets and reduced government’s role
in the economy—and the fervor to reduce the aid provided by the World Bank
and other international financial institutions waned.

Despite the Reagan administration’s initial skepticism toward aid, bilateral
US assistance during its eight years in office increased steadily, elevated by a
humanitarian crisis in Africa and a Cold War skirmish in Central America.
The suffering resulting from a drought and famine in Ethiopia in 1984-85 was
brought to the world’s attention by a film of emaciated and dying children,
broadcast first on the BBC and later on US evening news programs. The film
provoked a public outcry and demands that the US government act immedi-
ately to boost humanitarian aid. This it did, increasing aid to sub-Saharan
Africa by 60 percent between 1983 and 1986—or from $900 million to $1.4
billion. (Private contributions to relieve suffering, stimulated by rock star Bob
Geldof and his “Live Aid” concerts to benefit those affected by the drought in
Ethiopia, also reached record levels in the United States and elsewhere.) In
the years after the drought was over, the United States continued to aid sub-
Saharan Africa at around $1 billion per year. The humanitarian emergency in
that region again sensitized the American public and elites to the deepening
economic crisis there and supported a sustained increase in aid for African
countries.

A second factor supporting an increase in US aid during the 1980s arose
out of the last major Cold War clash, this time in Central America. It involved
the Marxist-oriented Sandinista revolution in Nicaragua and the civil war in
El Salvador that pitted a Sandinista-supported guerilla group against a con-
servative government. The Reagan administration used aid to fortify existing
governments in the region against leftist challenges and rewarded those gov-
ernments, like Honduras, that supported US policies (including giving refuge
to the “Contras”—a US-backed guerilla movement challenging the Sandinista
regime). Between 1980 and 1990, US aid to Central America and the Carib-
bean rose from $250 million per year to just over $1 billion. (By 1996, in the
aftermath of the change of regime in Managua and the end of the Contra war,
US aid to this area dropped back to just $175 million.) Thus, the combination
of a diplomatic crisis in Central America and a humanitarian emergency and
deepening development crisis in Africa combined to support a continual in-
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crease in the overall volume of US aid in the 1980s. By 1989 US aid was nearly
$10 billion and 30 percent higher than it had been in 1980.

Aid in a Time of Transition: Presidents Bush and Clinton

The 1990s saw the end of the Cold War and, with it, the loss of a major ra-
tionale for foreign aid. It was also a decade when the development rationale
appeared to weaken, with an erosion of confidence in the effectiveness of
aid in furthering development, while a number of new purposes for aid
emerged. These changes coincided with efforts on the part of the Clinton
administration to cut the federal budget and efforts on the part of militant
Republicans to cut the size of government, all resulting in the greatest de-
crease in aid since the end of the Marshall Plan. However, a reaction to fur-
ther deep cuts and a mobilization to advocate a halt to such cuts on the part
of development-oriented NGOs, a number of business groups, and ele-
ments in the foreign policy community, plus an easing in budget con-
straints, brought an end to cuts in aid in the latter half of the decade and a
gradual increase in overall aid levels.

Aid for Political and Economic Transitions

George Herbert Walker Bush was sworn in as president in 1989 just as the
Cold War was ending. In June of that year, the first noncommunist govern-
ment since the Second World War took power in Poland; in October, the
Hungarians adopted a new, democratic constitution; in November, the Ber-
lin Wall came down; December saw the Velvet Revolution in Czechoslova-
kia and the execution of Rumanian communist dictator Nicolae Ceaugescu
and his wife. The Bush administration moved quickly to support the transi-
tions in these countries and later, in 1991, to aid the new countries emerg-
ing out of the collapse of the USSR. By 1994 aid for transitions had risen to
over $2.5 billion for twenty-six countries in Eastern Europe and the former
Soviet Union. After the spike (mainly in aid for Russia) in 1994, aid for tran-
sitions declined during the middle of the decade and remained below the
levels of the early 1990s. Within these changes, aid was shifting from the
more successful countries, such as Poland, Hungary, the Czech Republic,
Slovakia, and the Baltics, to those with weaker economies and more chal-
lenging political transitions, like Russia, the Ukraine, the Caucasus, and
countries of Central Asia. Aid for transitions continued to decline during
the early part of the new century, dropping by just over one quarter between
2000 and 2004. Figure 3.4 shows the total amount of US aid to countries in
transition.
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FIG. 3.4. US AID TO COUNTRIES IN TRANSITION
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Note: The spikes in 1994 and 1999 were in response to economic crises in Russia.
Aid for Democracy Promotion

Also in the early 1990s, demands for multiparty elections and greater
democracy spread throughout sub-Saharan Africa. The Bush administra-
tion began to allocate funds for this purpose, for example to finance elec-
tions, strengthen of the rule of law, support civil society, and improve gov-
ernance. To anchor the prominence of this purpose, both the Department
of State and USAID created democracy centers or bureaus in the early
1990s. For the diplomats, democracy promotion was a natural outgrowth
of the human rights policies that gained prominence in the Carter ad-
ministration. President Clinton, echoing scholarly discourse of the time,
declared that democracy strengthened international security because
democratic governments were believed disinclined to war against one an-
other. For the development community, it was increasingly asserted that
democracy was a precondition for development—where governments
were not transparent and accountable to their population, corruption, mis-
management, repression, and conflict could impede economic and social
progress.

Aid to Address Global Problems

Similarly, what I have termed “global problems” also gained in priority at
that time as a purpose of US aid, especially with the establishment in the
early 1990s of a Global Affairs Bureau in USAID and an undersecretary for
global affairs in the Department of State.*® In the early 1990s, it was the is-
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sue of the environment that engaged the attention of US policy-makers, es-
pecially in the wake of the UN Conference on Environment and Develop-
ment in Rio de Janeiro in 1992. However, by the end of the decade, issues
of international health—especially the devastating impact of HIV/AIDS
in Africa and its spread to other parts of the world—gained in importance,
with the United States taking the lead in funding programs of prevention
and research from the early part of the decade.

Aid and Conflicts

Finally, the numerous and prolonged civil conflicts of the 1990s led the
United States (along with many other aid-giving governments) to support
postconflict recovery and avoid the slide back into conflict that often oc-
curs after civil wars. Sometimes, aid was offered both as an incentive for
peacemaking (which I have classified as a diplomatic purpose of aid) and
a means of funding for postconflict reconstruction, such as the $500 mil-
lion fund for the Balkans, an incentive for peace-making at the negotia-
tions on the Dayton Accords and later a source of funding for postconflict
reconstruction.’” To address the increasing need for postconflict aid,
USAID created the Office of Transition Initiatives in 1994, with the capac-
ity to move rapidly into postconflict areas as soon as is feasible, with fund-
ing for quick-impact projects at the community level, for national reconcil-
iation efforts, and for support for media campaigns against nationalist
propaganda, as well as for the more common aid-funded postconflict activ-
ities mentioned above. By 2000 this office had an annual budget of $50 mil-
lion and had worked in Haiti, Cambodia, the Balkans, Colombia, Sierra
Leone, Liberia, Sri Lanka, Indonesia, Angola, East Timor, and a number of
other postconﬂict areas.

The end of the Cold War did not bring an end to the diplomatic uses of
US foreign aid. A considerable amount of that aid was still deployed for
peace-making in the Middle East, the Balkans, and elsewhere. But without
the Cold War rationale, the priority of aid diminished considerably in the
foreign policy community. I base this statement on my experience in a sen-
ior position in USAID in the Clinton administration. There was opposition
in the White House to even mentioning aid in the president’s speeches,
there was no one in the National Security Council in the Clinton adminis-
tration responsible for aid issues, and there was little attention paid to aid
issues in the foreign policy think tank community (e.g., the Council on For-
eign Relations)—all manifestations of a lack of interest in this instrument
of foreign policy. The two exceptions to this generalization among the sen-
ior officials of the Clinton administration were Vice President Al Gore, who
had a particular interest in aid for the environment, and First Lady Hillary
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Clinton, who supported aid for development purposes. Mrs. Clinton played
aquiet but very important role in issues involving the amount of US aid and
even the existence of USAID as a separate agency.

Within the development community, there was the continual conflict
over the relative importance of economic reform (centered in the World
Bank) and more direct interventions to reduce poverty (primarily the NGO
community). There was also a growing sense that aid had not been as ef-
fective as hoped, especially in Africa—a concern that was deepened by a
number of publications, both by aid’s traditional critics (such as the Her-
itage Foundation) and its supporters and practitioners (such as the World
Bank).? Finally, a number of US NGOs, including human rights groups and
environmentalists, attacked the World Bank for neglecting or damaging the
environment and human rights, especially with its large infrastructure proj-
ects, and hurting the poor with its structural adjustment programs. Some of
these groups, in the past usually among the supporters of foreign aid, ap-
pealed to Congress to cut or eliminate US contributions to the World Bank
and thus began to undercut the Bank’s supporters there (who were never
many in number in any case). While the new president of the World Bank,
James Wolfensohn, who took office in 1995, sought to address the problems
raised by the NGOs and thereby restore support for the institution, the at-
tacks by influential groups inevitably contributed to the malaise in devel-
opment aid during this period.*

While these changes made foreign aid vulnerable to cuts, it took two el-
ements in the US political scene to make cuts a reality. One was the efforts
on the part of the Clinton administration and Congress to reduce the fed-
eral deficit, which was nearly 5 percent of GNP at the time he took office.
Foreign aid was a “discretionary program”—one where expenditures were
not mandated by law—and so the president could propose to reduce it with-
out going to Congress for changes in the authorizing legislation. Added to
the president’s cuts in aid in the 1994 and 1995 budgets were the additional
cuts made by the new Republican-controlled Congress, beginning in 1995.
In the 1994 election, for the first time in forty years, Republicans gained
control of the House of Representatives. As part of efforts to reduce the
budgetary deficit and the size of government itself (and reflecting open
hostility felt by many of the newly elected and often militant conserva-
tives), the Republicans slashed aid further. Overall US aid fell from over
$12 billion in 1993 to $9 billion in 1996. And because several of the largest
country programs were protected from cuts—the $2 billion annually for
Israel and Egypt—the decreases fell disproportionately on development
aid. Thus, aid in the Development Assistance program (the most develop-
mentally oriented bilateral aid program) as a portion of total US bilateral
aid declined from nearly one-third in 1991 to one-quarter in 2000. In ad-
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dition, there were numerous congressional “earmarks” and “directives” in-
volving bilateral aid.

In the annual appropriations process, the Congress has the power to im-
pose legislative earmarks on how aid is to be used or what countries or or-
ganizations receive it. Congress can also write “directives” into appropria-
tions legislation and reports that, while not legal requirements, are no less
politically compelling. Earmarks and directives are common in many other
US government spending programs. For members of Congress and their
staffs dealing with foreign aid, however, earmarks and directives are espe-
cially important—often functioning as the “price” of their support for un-
popular aid legislation. And for many in Congress and among NGOs who do
not trust the administration to carry out congressional priorities, earmarks
are also a way of ensuring that it does so. The scope and specificity of the
earmarks and directives have increased over time. In the 1970s they con-
sisted largely of sectoral accounts, as in agriculture and health and family
planning. By the year 2005, they were often quite specific as to how the aid
should be used. Table 3.1 lists the types of earmarks and directives in Devel-
opment Assistance and Child Survival (separate accounts for purposes of
congressional action but usually combined into “development assistance”)
and ESF for the year 2005. Each involved a minimum amount to be spent
on the particular use.

One additional indication of the declining priority of development in US
foreign aid was the effort on the part of the Department of State to absorb
USAID. In 1994 the secretary of state proposed that the vice president lead
astudy on the issue of merging USAID into the Department of State. Behind
the secretary’s proposal was a desire on the part of senior State Department
officials to gain greater control over foreign aid resources, with a particu-
lar interest in applying them against global problems.*® USAID resisted a
merger on the grounds that its development mission would likely be over-
whelmed by diplomatic concerns and crises if it were made part of the
much larger and more powerful State Department. The agency sought sup-
port against a merger from within the administration, the Congress, in the
media, and among NGOs. After considerable internal debate and political
maneuvering on the part of USAID to gain maximum support for its con-
tinued existence, Vice President Gore decided against a merger. However,
the issue continued, as Senator Jesse Helms, chairman of the Senate For-
eign Relations Committee —long unfriendly to foreign aid and to USAID —
began to exert considerable pressure on the administration to merge
USAID into the State Department. USAID continued to resist, and the
president opposed a merger. The merger debate was a near-death experi-
ence for USAID, because it found lukewarm support for its continuing ex-
istence from other agencies within the administration, from members of



TABLE 3.1. CHILD SURVIVAL, DEVELOPMENT ASSISTANCE, AND ECONOMIC
SUPPORT FUND, FISCAL YEAR 2005, CONGRESSIONAL EARMARKS

Child Survival (CS): $1.5 billion, $1.6 billion of which is earmarked*

Child survival/maternal health $345 million
of which Polio 32
Vulnerable children 30
HIV/AIDS 350
of which, AIDS vaccine 27
Microbicides 30

of which, International Partnership for Microbicides 2
HIV/AIDS Vaccine Fund 65
Other infectious diseases 200
Family planning 375
Global Fund to Fight HIV/AIDS 250
Haiti 20

Development Assistance (DA): $1.4 billion, $1.7 billion of which is earmarked*

Basic education $300 million
Biotechnology research 25
International Fertilizer Development Institute

World Food Program

American schools and hospitals 20
Clean energy 180
Biodiversity 165
Plant biotech research 25
Orphans 375
Trade capacity building 194
Women’s leadership capacity 15
Clean drinking water 100
Water treatment 2
Haiti 25

Additional Earmarks for Child Survival or Development Assistance: $87 million

El Salvador 27
Guatemala 11
Honduras 22
Nicaragua 27

Economic Support Funds: $2.8 billion, $2.5 billion of which is earmarked

Israel $360 million
Egypt 535
ordan 250
)

Cyprus 35

(continued)



TABLE 3.1. (continued)

Lebanon 35
Pakistan 200
Timor Leste 22
Indonesia (media)
Cambodia 4
Haiti 40
Afghanistan 980
Reforestation 2
Human rights commission 2
Women and girls 50
Women-led NGOs 8
Burma 12

Tibet (NGOs)
Cambodia (democracy promotion)

Reconciliation among warring groups 12
Wheelchairs in developing countries
Help for disabled 3
Democracy promotion in Muslim countries 15
Iran 3
Journalists’ training 3
National Endowment for Democracy Work in Africa 5
Democracy, Human Rights Bureau in Department of State 37
Labor, environment capacity building in CAFTA 20

Additional Earmarks from Any of the above Programs: $436 million

Sudan $311 million
China and Hong Kong (human rights, rule of law) 19
Cambodia (endowments for two NGOs) 6
Basic education 100

* The earmarks are greater than the total appropriation because some of the funds can

be double-counted.

Note: Child Survival Programs, Development Assistance, and Economic Support Funds
are three of several major US bilateral aid programs. In addition to the earmarks listed
above, some of which overlap with one another, there may be “directives” (mentioned in
the committee reports from the Congress but not written into legislation). These carry
the political if not legal weight of earmarks. Some of the earmarks and directives reflect

administration proposals; most originate with members of Congress.

Source: US House of Representatives, Making Appropriations for Foreign Operations, Export
Financing and Related Programs for the Fiscal Year Ending September 2005 and for Other
Purposes, conference report to accompany H.R. 4818, November 2004, 163-233, http://
www.thomas.loc.gov/home/omni2005/index.htm (accessed March 2006).
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Congress, and among NGOs, based not so much on the merits of its devel-
opment mission as its reputation of being a “difficult agency.” Efforts at fun-
damental reform in the way the United States organized its aid had in the
past been intended to elevate the importance of development as a purpose
of aid-giving and had failed. This effort was intended to elevate the in-
fluence of the Department of State over aid-giving; it, too, failed.

Backlash

The decline in the overall volume of aid during the mid-1990s provoked a
reaction in the development community, one that resonated beyond that
community and suggested that there was a broader acceptance of the ap-
propriateness and importance of aid-giving among the public and political
elites than had been evident in the recent efforts to cut aid. The reaction
against further aid cuts appears analogous to the reaction against the clo-
sure of government that the Republican Congress provoked in late 1995 by
refusing to appropriate adequate funds to keep federal offices open. The
hostility to government that many newly elected representatives brought to
Washington proved to be unpopular with the public once government was
closed for an extended period and federal services not provided. This expe-
rience reminded people that government was useful, even essential, to their
lives and provoked a backlash against Republican antigovernment mili-
tancy. Similarly, sharp cuts in aid energized many of its advocates to take ac-
tion to halt the cuts and awakened passive supporters among political and
business elites and the public to act in favor of maintaining foreign aid lev-
els, including both those favoring aid for development and those who re-
garded aid as an essential instrument of US leadership in the world. All of
this suggests that the acceptance of aid-giving as a norm was broader than it
seemed from the heated debates on foreign aid at the time.

In 1997 InterAction, the umbrella organization for relief and develop-
ment NGOs, launched its “Just 1%” campaign to inform the US public on
the real amount of US foreign aid (which was considerably less than 1 per-
cent of the federal budget, even though the public thought it to be between
10 percent and 20 percent*') and to persuade Congress and the administra-
tion to halt and reverse the cuts in development aid. Other aid advocacy
groups took up the issue too, for example, the US Global Leadership Cam-
paign, made up of 350 business leaders, framing the drop in aid as threat-
ening US leadership in world affairs. The Business Alliance for Interna-
tional Economic Development was established with an aim of lobbying for
increased aid. Groups of universities, energy enterprises, and other groups
formed to lobby for more aid. Influential individuals in the foreign affairs
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community also spoke out against the cuts in foreign aid.* And while the
pressures for more development aid did not immediately result in a signifi-
cant increase (though aid for emergencies and for political crises abroad did
rise), they likely played a role in stopping the cuts by bringing to the atten-
tion of members of Congress that there was in fact a significant base of sup-
port for foreign assistance among the American public, organized groups,
and segments of the political elite.

INTO THE NEW CENTURY

In the early years of the twenty-first century, several dramatic changes
occurred in US foreign aid. In March 2002, President George W. Bush an-
nounced a $5 billion annual increase in aid for development to be achieved
by 2006, called the Millennium Challenge Account (MCA). The MCA was
described by the president as “a new compact for global development, de-
fined by new accountability for both rich and poor nations alike. Greater
contributions from developed nations must be linked to greater responsi-
bility from developing nations”** This new program was specifically fo-
cused on funding development alone. Also, the aid was to be provided only
to governments that “govern justly, invest in their people, and encourage
economic freedom.” The funds would be managed by a new aid agency
called the Millennium Challenge Corporation (MCC).

In September 2002, the White House published a National Security
Strategy for the United States of America.* The element in this strategy that
gained most public attention was the assertion that the United States would
use force preemptively to counter threats to its security. But another im-
portant element in this document was the elevation of development as
one of the three priorities of US foreign policy, along with defense and pro-
moting democracy abroad. Finally, at the beginning of 2003, the president
announced an additional $15 billion boost in aid, over three years, to fight
HIV/AIDS. As of 2005, the president had fallen short by about $6 billion
in realizing the commitments he had made to increase aid. But even with
the shortfall, since the beginning of the Bush presidency, US aid (not in-
cluding aid for the emergencies in Afghanistan and Iraq) had still risen
over a period of several years at one of the fastest rates in the history of
US aid-giving, expanding by roughly 40 percent between 2001 and 2005.
And, assuming the Congress goes along with the president’s proposed bud-
get for foreign aid in 2006, aid will have increased by half between 2002
and 2006.%

What led President Bush—a president even more conservative than
President Reagan—to commit to such a dramatic boost in US aid and to
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create an entirely new agency to manage part of it? First was the terrorist
attack on September 11, 2001, which led to US military intervention in
Afghanistan against the Taliban government, which was sheltering Al
Qaeda terrorists. The 9/11 attack appears to have raised the consciousness
of the US public of the potential for problems abroad to harm US security at
home —making the public more supportive of larger aid flows. Congress-
man James Kolbe from Arizona (chairman of the key Subcommittee on
Foreign Operations of the House Appropriations Committee) stated, “Since
9/11, there is an opportunity to do more. There is a plurality in my district
who favor increasing foreign aid. We have never had that before.”*¢ This new
willingness to support aid did not, however, make a commitment by the
president to more aid inevitable.

Several things played a role in that commitment. One possible motiva-
tion harked back to the Nixon administration: the president may have
wanted to balance his assertive military posture and tendency toward uni-
lateralism (e.g., dismissing the Kyoto Protocol on global warming, with-
drawing from the Anti-Ballistic Missile Treaty, and opposing a treaty limit-
ing small arms transfers and other treaties and international accords) with
agenerous act of providing help for those in need abroad. Another apparent
element was the increasing pressure from the Christian right to use aid
abroad for an expanding circle of good works, including humanitarian re-
lief, debt reduction, and fighting HIV/AIDS.

The political right in the United States had long been the source of most
of the criticisms of foreign aid as an inappropriate and wasteful use of pub-
lic monies. But part of the political right— Christian groups and, in par-
ticular, elements of the evangelical movement—had become increasingly
engaged in foreign aid-related issues during the 1990s, regarding it as a
Christian duty to help the innocent victims of oppression, disease, and dep-
rivation abroad. This growing engagement came from the experience of
evangelical missionaries in Africa and elsewhere, where they observed first-
hand widespread poverty and disease. They brought those impressions back
to their home churches. It was also part of a broader engagement on the part
of conservative Christians during the last decade or so of the twentieth cen-
tury in public policy, an engagement that included reframing issues involv-
ing foreign aid and its uses.*’

Emblematic of this reframing was the way HIV/AIDS was now re-
garded by major conservative politicians. From being viewed earlier as pri-
marily a consequence of sin (drug use, homosexuality, or promiscuous sex),
HIV/AIDS was reframed as a tragedy inflicted above all upon innocent
women and children and something that demanded a response from Chris-
tians in the spirit of the Good Samaritan. For example, Senator Jesse Helms,
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long an outspoken conservative opponent of foreign aid, did a 180 degree
turn and in 2002 urged a major aid effort to fight HIV/AIDS with the fol-
lowing comment, “T know that, like the Samaritan traveling from Jerusalem
to Jericho, we cannot turn away when we see our fellow man in need.”*® Sen-
ator Bill Frist, a conservative Republican from Tennessee who became ma-
jority leader of the Senate in 2002, also, along with Senator Helms, intro-
duced legislation that year to increase spending for HIV/AIDS in Africa
and continued to press the administration to support it. Earlier, a number
of political conservatives, including Senator Helms, also reversed their op-
position to debt relief for poor countries. Senator Helms redefined the debt
problem from one arising out of irresponsible behavior on the part of for-
eign governments to one depriving poor children of access to food. In an ar-
ticle on international debt in the Los Angeles Times, the senator was quoted
as saying that “he’d be willing to quit the Senate to aid starving children ‘if
the Lord would show me how.”*")

Finally, the president described himself as a “compassionate conserva-
tive,” suggesting that his own sympathies with human deprivation and
suffering may have played a role in his decision to increase aid for develop-
ment and to fight HIV/AIDS. And, in contrast to many of his predecessors,
President Bush proved willing to lobby Congress himself—phoning key
members of Congress to urge their support for the increases he had an-
nounced. This pattern of changes in US aid in the early years of the twenty-
first century—an increased priority for development in US national secu-
rity doctrine, a major increase in development aid, the creation of a new aid
agency, the commitment to increase aid to fight HIV/AIDS, and the presi-
dent’s willingness to lobby for support for these proposals with Congress—
all suggest that something more than the threat to US security represented
by 9/11 was influencing these decisions, that the politics of US foreign aid
may have begun to change fundamentally.

POLITICS OF AID-GIVING

The history of US aid has been a marriage of multiple purposes. What ex-
plains that pattern? And to what extent does the dramatic increase in aid for
development in the early years of the twenty-first century mark a change in
the politics and purposes of US aid? I begin my analysis of the politics of US
aid with an examination of the ideas, some of which go back to the estab-
lishment of the American republic, that have shaped US aid-giving. There-
after, I examine the nature of US political institutions and their impact on
US aid. I then turn to the interests, broadly defined, inside and outside gov-
ernment, that have competed for control or influence over the allocation
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and use of foreign aid. Finally, I explore the organizational context within
the US government for aid-giving and that context’s influence on the pur-
poses of US foreign aid.

Ideas

The major ideas shaping US aid reflect a fundamental tension in US history
and society between those whose worldviews were informed by classical
liberalism’s preference for limitations on the role of the state in society and
those who looked to the state as a major vehicle for redistributive policies at
home and, eventually, abroad. In no other aid-giving country has the debate
on foreign aid between these two traditions been as evident and enduring.
Other important ideas shaping aid involved the appropriate role of the
United States in the world.

State and Society

The first debate in the United States on foreign aid took place in the Con-
gress in 1794, and it tells us much about the ideas that have influenced aid-
giving since the early days of the republic. At that time, three thousand
French refugees from a slave revolt in St. Domingo (then a colony of
France) had fled to Baltimore and were near destitution. It was proposed
in the House of Representatives that the US government provide $10,000
to the government of France for their relief. One member of Congress ar-
gued the humanitarian case: “By the law of Nature, by the law of Nations—
in a word, by every moral obligation that could influence mankind, we
were bound to relieve the citizens of a Republic who were at present our
allies, and who had formerly been our benefactors.”*® Not everyone agreed.
Congressman James Madison objected that “Charity is no part of the leg-
islative duty of the government” and that the US Constitution did not au-
thorize an appropriation of funds for such purposes.* This exchange took
place between what we can call the “humanitarians,” who made an argu-
ment for public relief aid on the grounds of moral obligation, and what we
might call the “libertarians” or “classical liberals,”>* who argued that it was
inappropriate and illegal to use public funds to aid the needy (especially
abroad). This argument was repeated at considerably greater length in a
debate in the US Senate on the occasion of the Irish potato famine in 1847
and raised all the fundamental ethical and philosophical considerations in-
volving aid that are debated in university classrooms today. Senator John J.
Crittenden of Kentucky argued that “The very abundance with which we
are blessed increases our obligation to act generously, as well as charitably
and justly, and to render obedience to the great law of humanity. . . . Tell
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me now of mere private and individual charity, when a whole nation [i.e.,
Ireland] is asking for assistance. In such a case, let a nation answer the im-
ploration. . . . There are no other means by which all can alike contribute
for the relief of a nation’s suffering and privations.”* Senator John Fairfield
of Maine responded that “he could not permit his generous impulses to
blind his judgment and lead him to disregard his solemn obligations to sup-
port the Constitution. . . . The money in the treasury was not ours—it be-
longed to the people, whose servants and agents we were. We had no more
right to appropriate it to purposes not contemplated in the Constitution,
than we had, as private individuals, to lay our hands upon the property of
our neighbors.”>* The libertarians won this argument, with the vocal sup-
port of President James Polk, who threatened to veto any public aid to the
Irish on constitutional and libertarian grounds. But nothing is ever simple
in aid-giving. While no public relief was provided to relieve hunger in Ire-
land, it was agreed that two US Navy ships could carry privately funded re-
lief for that purpose.®

During the nineteenth century, the arguments for publicly funded relief
aid gradually gained currency. By the twentieth century, it had come to be
widely accepted that government relief aid, for example, in the wake of
the First World War, was appropriate —indeed, indispensable —if massive
starvation was to be avoided among the many displaced and dispossessed in
Europe at that time. But perhaps the most definitive demonstration that
public funds for international relief had become a broadly acceptable norm
in the United States was the government relief effort in 1922 to help reduce
starvation in the USSR in the wake of civil war and drought there. This
effort for a foreign country and government whose ideology was anathema
to much of Washington was led by Herbert Hoover, a conservative Republi-
can, later to become president.

But the libertarian argument still had considerable currencys; it resur-
faced in the aftermath of World War II when it was proposed to create an
aid program for stabilization and development abroad —a much more am-
bitious set of goals than aid for relief. For example, in his 1960 book, The
Conscience of a Conservative, Barry Goldwater declared, “The American
government does not have the right, much less the obligation, to try to
combat poverty and disease wherever it exists. . . . the Constitution does not
empower our government to undertake that job in foreign countries, no matter
how worthwhile it might be. Therefore, except as it can be shown to pro-
mote America’s national interest, the Foreign Aid program is unconstitu-
tional.”s®

Goldwater’s argument was the last attack on foreign aid by a major US
politician based on the traditional libertarian objections that public assis-
tance for improving the human condition abroad was an inappropriate use
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of national resources and not permitted by the Constitution. By the 1990s,
even the Cato Institute in Washington—a think tank inspired by libertarian
ideas—was arguing against aid on the pragmatic grounds that it was ineffec-
tive rather than on the philosophical grounds that it was inappropriate or
even unconstitutional.

The argument that foreign aid for development was not a legitimate use
of public resources was part of a broader political discourse involving the
role of the state in society that dated back to the founding of the United
States. Both the Declaration of Independence and the Constitution were in-
spired by the ideas of John Locke and other classical liberal philosophers of
the Enlightenment, who argued that human beings were equal (at least, be-
fore the law) and that they should be free to pursue their individual aspira-
tions in life with a minimum of government restrictions on their liberty. In
Thomas Jefferson’s words, “The government that governs least, governs
best.” And while there were differences among Americans on the extent of
government’s role in society in regard to specific issues, “the American
political tradition,” observed the historian Arthur Schlesinger, Jr., “is essen-
tially based on a liberal consensus.””

Over time, libertarianism, or “classical liberalism,” retreated in the face
of changing conditions abroad and evolving norms at home. But criticisms
of aid in the post-World War II period did not go away. The political right in
the United States argued that aid was wasteful, ineffective, and even coun-
terproductive in furthering economic and social progress in poor countries.
Foreign aid, as a state-to-state transfer, was seen as strengthening the role
of the government in the recipient country’s economy, permitting it to
avoid needed reforms and sapping initiative, self-reliance, and responsibil-
ity (an argument that has a whiff of classical liberalism about it). The fol-
lowing remark in the conservative journal The National Review articulates
this view, framing foreign aid as an international welfare program:

a strong case can be made that foreign aid has been the problem for many de-
veloping countries, rather than the solution. . . . The issue is very analogous
to the debate on welfare. Welfare enabled people to make bad choices with-
out paying the price. . . . The real tragedy is . . . the fact that foreign aid al-
lowed poor countries to escape market discipline, resist changing their
economies and their laws to encourage growth, and continue with failed
policies year after year after year . . . negative policies were perpetuated in

the same way that welfare perpetuated dependency.*®

In short, many Americans held negative views on welfare programs, in
part reflecting the liberal consensus, mentioned earlier—that is, that the
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other side of equality, liberty, and personal freedom was personal responsi-
bility and self-reliance. Welfare was often seen as an unjustified “giveaway”
to those unwilling to bear responsibility for their own well-being. However,
when welfare (or foreign aid) was framed as a transfer to the vulnerable
(e.g., the aged, children, mothers), suffering from afflictions not of their
own making and struggling to survive, there tended to be widespread sup-
port for those transfers.

A second critique was that because of corruption and incompetence in
developing countries, aid rarely got to those who needed it or could use it
well. One commentator put it this way: “the World Bank and many foreign
governments continue to provide large government-to-government loans,
which are rarely used in cost-effective ways but often are stolen by the re-
cipient countries’ corrupt rulers, which saddle the citizens of those poor
countries with massive debts they repay to the lenders.””® These views res-
onated with many conservative politicians and with the public as well. Ac-
cording to a public opinion poll done in 2001, “When asked to give their
best guess about ‘what percentage of US aid money that goes to poor coun-
tries ends up helping the people who really need it, respondents gave a
median estimate of just 10 percent. That is, 9o percent of the money never
reaches those it was meant to help.”®® And the absence in the United States
of a sizable or sustained effort on the part of the government or NGOs to in-
form the public about the purposes and positive accomplishments of aid (in
contrast to the “development education” efforts of other aid-giving govern-
ments) left much of the public uninformed about the amount, purposes,
and impact of foreign assistance for development.

The prolonged debate on foreign aid for development appears to have
dampened public support for aid, reinforcing the views of the skeptics and
raising doubts about aid’s efficacy among those without strong opinions. A
variety of public opinion polls over several decades found just over half of
the public favorable to foreign aid.®* A study of public opinion toward for-
eign aid in DAC countries, published by the UN Development Program,
showed that support in the United States was the lowest of all DAC mem-
ber states, both in 1983 and 1995—at 50 percent and 45 percent, respec-
tively—well below all other countries for which there were data and below
the DAC averages of 78 percent and 8o percent for the same two years.** (It
seems likely that the extent of public debate of aid in the United States also
led the public to assume that foreign aid was much larger than in fact it was
and thus further dampened public support for assistance.) The tepid public
support for foreign aid for development in the United States made it im-
perative that there were other rationales for aid-giving if sizable amounts of
aid were to be sustained over time.
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The Role of the United States in the World

One other set of ideas played a major role in shaping US aid in the post—
World War IT world: the role of the United States as great power and leader
of the Western alliance against the socialist bloc and its allies and associates.
However, the active engagement and leadership by the United States in
world affairs, in contrast to US policies in the interwar years, was by no
means inevitable. There were still strong isolationist tendencies within the
US Congress and among the public that could have led not to international
leadership but to withdrawal from playing a major role in world affairs—as
the United States in effect did during the interwar years while Nazi Ger-
many grew in power and assertiveness. That this did not happen was in sig-
nificant measure the work of an extraordinary group of men who guided US
foreign policy in the early postwar years: Dean Acheson, Averell Harriman,
John McCloy, and others, who were internationalists, tough minded, prag-
matic, flexible, and far-sighted.®® Their legacy was an engaged, internation-
alist diplomacy with foreign aid an important tool of that diplomacy. And
their view that an expansion of Soviet influence was ultimately a threat to
US security and that the United States must resist it, including with for-
eign aid, was also the key rationale —indeed, the only rationale —that could
overcome resistance to aid in the late 1940s from libertarians, political con-
servatives, and isolationists.

But it soon became apparent that a sizable program of aid driven entirely
by national security considerations would not survive long in the cauldron
of Washington politics. To critics on the left (and at times on the right), it
looked too much like “walking-around money”—a form of international
payoft to gain political support from foreign governments for US policies.
Tagged with this label, aid would have truly been the temporary expedient
described by President Truman and others who first proposed it. And there
was a particular problem with the effectiveness of aid purely for diplomatic
purposes. It had been justified as a means of containing Soviet influence,
but, as mentioned earlier, the continuation of the Cold War and its spread
to less-developed countries in the 1950s undercut that argument. There
needed to be an additional rationale that justified the prolongation of aid-
giving that appealed to realists—many of whom were on the political right
but not a few on the left as well —and to idealists on the left and among the
general public. Promotion of development in poor countries as a means of
Cold War containment as well as an end in itself blended the realist and
idealist rationales (a common theme in US foreign policy generally). Both
of these ideas—involving national interest and national values—were im-
portant for sustaining US foreign aid throughout the twentieth century and
provided the intellectual and normative basis for the constituencies in-
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side and outside government supporting it and the enduring dualism in its
purposes.

Institutions

It is not only the ideas that have made US aid different from that of other
major aid-giving countries but also US political institutions. The US system
is a presidential one —the only fully presidential system of any major aid-
giving government. That means that the major elements of government are
politically autonomous from one another, with the president and members
of Congress (both Senate and House of Representatives) standing for elec-
tion independently—in contrast to the parliamentary systems, in which the
prime minister is elected by the parliament. Further, elections are based on
a winner-take-all system, discouraging the creation of third parties that
could (as many do in the parliamentary systems of Europe) put niche issues
like foreign aid on the national political agenda. Political candidates are
chosen in local primary elections, making members of Congress more be-
holden to their constituents than to their parties, thus tending to weaken
party discipline.

Finally, both the executive and legislative branches of government play a
role in shaping policies and especially in determining federal expenditures.
The executive proposes annual levels of expenditures that must then be ap-
propriated by Congress, which can be cut, increased, amended, or ignored.
As a result, the Congress (including members and their often powerful
staffs) plays an active and pervasive role in deciding not only the amount but
also the use of those expenditures and then oversees the programs they
fund. Congress has a practice of directing federal government expenditures
to specific activities favored by members and their constituents—often
called “pork” (from “pork-barrel politics” intended primarily to provide
benefits for members’ constituents). This tendency has been particularly
evident in foreign aid legislation, with the numerous earmarks and direc-
tives that are frequently regarded as the price for garnering votes from
members who fear they will pay a political price with their constituents for
voting for an unpopular program.

The role and influence of Congress effectively expands access to the po-
litical process not only for members of the House of Representatives and
Senate but for many private groups and individuals who have ties to indi-
vidual members. If the executive branch fails to accept a favored policy,
those individuals and groups can seek support from members of Congress
for earmarks and directives in legislation and legislative reports. This frag-
mentation in political power makes US aid both more rigid in what it can do
and more diffuse in what it does do than aid programs of other countries. It
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also results in aid policy-makers spending an often significant portion of
their time managing relationships with Congress and responding to de-
mands for reports, briefings, and other policy concerns there.

These characteristics make the US political system the most adversarial
of any considered here—arguably, of any in the developed world—and
those characteristics have influenced US foreign aid. The separation of
powers and the weak party discipline typical of US politics enables mem-
bers of Congress to act relatively independently of their parties, from the ex-
ecutive, and from one another (but with an eye always on the preferences of
their constituents). And, except in times of humanitarian crisis abroad, cit-
izens supporting aid are typically less vocal than those opposing it. Thus,
members of Congress are often confronted with aggressive criticisms of aid
at public events in their constituencies that make them wary of supporting
aid and create incentives for them to criticize it and vote against it. Indeed,
many members of Congress have not hesitated to attack aid and support
cutting it, even when their party controls the White House. For example,
during the Reagan administration, Republican members of Congress ac-
tively worked to cut the administration’s aid request and attack Democrats
who supported it until Congressman David Obey, the Democratic chairman
of the Foreign Operations Subcommittee of the House Appropriations
Committee (who was an aid supporter) privately threatened White House
chief of staff James Baker to work to defeat the aid bill himself if the White
House did not restrain its anti-aid militants in Congress (which it subse-

quently did).%

Interests

It is often said in Washington that aid has no constituency—meaning no
powerful interests to lobby for it with Congress and the executive branch—
and without such a constituency, aid has been vulnerable to attack and to
being cut in Congress. This contention is too simplistic. There is a con-
stituency for foreign aid both inside and outside government—weak, per-
haps, compared to the powerful organizations representing the elderly, the
defense industry, the union movement, or elements of the agricultural sec-
tor. But those supporting foreign aid are not without a measure of influence
of their own.

Inside government, the main constituents for foreign aid have been the
White House, the Department of State, the Treasury, and USAID. Presi-
dents have on occasion become engaged in efforts to increase and reorient
US aid—typically for programs addressed to urgent diplomatic concerns or
issues of domestic political importance. Aid for Greece and Turkey, the
Marshall Plan, the Alliance for Progress, and aid to the Middle East and
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Central America all had presidential backing and all were addressed to im-
portant diplomatic concerns. On rare occasions, presidents have inter-
vened to further developmental goals, as with the support of President Bush
for the Millennium Challenge Account. When presidents exert themselves
for foreign aid, their preferences trump other priorities or opposition
within the administration and, usually, with Congress. But direct presiden-
tial advocacy of foreign aid— especially its development purposes—is not
common. Indeed, since the 1980s, presidents—both Democratic and Re-
publican—have often avoided public identification with aid issues for fear
of losing votes.®

The principal advocate within the administration for the diplomatic
purposes of foreign aid is the Department of State, which must manage US
relations with foreign governments and international organizations. Aid
has proven a useful, even indispensable, tool in support of Cold War con-
tainment, peace-making, antiterrorism, and other policies associated with
US national interests. And as a cabinet-level agency, the Department of
State can wield considerable influence in Washington battles over the
amount, allocation, and use of foreign aid.

The Department of the Treasury is responsible for aid to the interna-
tional financial institutions and for debt relief. Not surprisingly, it has
tended to emphasize fiscal responsibility in its approach to the use of aid
and debt relief. However, it has had little to say about bilateral aid, and other
agencies have had relatively little influence over its policies regarding US
contributions to the international financial institutions. (There has been
greater interagency engagement on issues of debt relief, including by the
White House, since that issue became so prominent on the international
agenda of development concerns, especially during the 1990s.)

USAID has been the principal advocate within the administration for the
development use of aid. However, as a subcabinet-level, semiautonomous
agency, USAID has been relatively weak in the overall bureaucratic pecking
order of the US government, giving it a voice for development in policy cir-
cles but not always a significant one. I found while serving as deputy ad-
ministrator of USAID between 1993 and 1996 that it was often difficult for
USAID to get an invitation to high-level interagency policy discussions—
even at times when development related issues were on the agenda. Cutting
agencies out of senior meetings is a venerable bureaucratic tactic in Wash-
ington and elsewhere—one that is a lot easier to pull off where the agency
in question is a subcabinet one. As a result, it has often sought allies for its
positions (usually resisting pressures from the Department of State to direct
funding for diplomatic purposes) elsewhere in the Executive Branch—in-
cluding in the National Security Council, in the Office of Management and
Budget, in the vice president’s office, and even among first ladies and sec-
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ond ladies.®® USAID has also sought allies outside the executive branch, in-
cluding members of Congress and their staffs, development and relief-
oriented NGOs, and even in the media, for support on development issues.
It was often able to protect development interests relating to foreign aid in
the programs it controlled (Development Assistance and food aid), has had
less influence over programs controlled by the Department of State (ESF
and aid to Eastern Europe and the newly independent states of the former
Soviet Union), and has seldom been able to inject development considera-
tions into other areas of US foreign policy, such as trade. USAID’s relative
weakness as a subcabinet agency is compounded by the fact that there are
often strong private interests behind trade and other issues (e.g., small arms
exports), and where they collide with development concerns, the latter
tend to come out second best. This is one of the reasons why development
policies in the United States have lacked “coherence” and have had limited
influence over trade or investment programs.

Agencies within the administration favorable to allocating aid by coun-
try and using it directly for commercial purposes (as in “mixed-credit” proj-
ect financing schemes)—the Department of Commerce, the Export-Import
Bank, and the Department of Agriculture (for food aid)—have had limited
influence on US foreign aid or access to decision-making on the allocation
and use of aid. The Department of State has not been willing to allocate sig-
nificant amounts of aid to further specific commercial goals (and is power-
ful enough to fend off attempts by other agencies to divert aid for that pur-
pose), and USAID developed a tactic—evident in the 1990s— of simply not
attending interagency meetings where aid for commercial purposes was
likely to be discussed, thus limiting the interagency pressures that could be
put on it. However, US aid does indirectly further commercial purposes
abroad through the high percentage of that aid that is tied to the purchase
of US goods and services—between 70 percent and 8o percent are the fig-
ures most often used.®”

Turning to the constituencies for aid outside government, we find an
“aid lobby” made up primarily of NGOs focused on relief, development, and
associated issues such as the environment, population and family planning,
women’s rights, and HIV/AIDS. Some of these organizations are arms of ma-
jor churches; some are universities; some are service delivery groups (im-
plementing US aid programs as well as their own based on private contri-
butions); some are purely advocacy groups. A few are think tanks that focus
some or all of their work on foreign aid. (A few think tanks have also been
major critics of aid, including the conservative Heritage Foundation and the
libertarian Cato Institute.) This large and often fractious group of organiza-
tions collaborates in a loose network (often led by InterAction) and lobbies
for high aid levels, aid for development broadly defined, and at times, aid for
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their own particular missions and activities. The expansion in the number
and activism of development-oriented NGOs during the 1970s, described
earlier, helps explain why the development purpose of aid enjoyed a sus-
tained increase in priority beginning at that time. NGOs began to lobby
Congress, engage the media, and organize public campaigns on issues of de-
velopment, most notably, at least in the 1970s and 1980s, on world hunger.
Similarly, in the 1990s, when aid to address global problems gained promi-
nence, it also resonated with environmental NGOs. Later, when the Clin-
ton and Bush administrations turned to problems of international disease
and HIV/AIDS, a variety of groups were already active on these issues. De-
spite differences among them on development strategies during the 1980s
and early 1990s (especially regarding the emphasis on structural adjust-
ment versus direct action to reduce poverty), development-oriented NGOs,
together with groups of business-oriented coalitions formed in the mid-
1990s, were able to help block further cuts in foreign aid. In the context of
the US political system, the aid lobby was relatively weak—but at times
of crisis or with a compelling issue, it could increasingly act with political
effect.

The power and influence of what I will call ethnic or religious affinity or-
ganizations in the pluralist, multicultural political system of the United
States should never be forgotten. These groups promoted aid to their fa-
vored countries. Among such affinity organizations, the most powerful has
undoubtedly been the American-Israel Public Affairs Committee (AIPAC),
formed in the 1950s to lobby Congress for policies supportive of Israel. Af-
ter the Yom Kippur War in 1973, the United States began to provide sub-
stantial amounts of aid to Israel to help it rearm and recover. Israel re-
mained the largest single recipient of US aid for three decades after the 1973
war, in part because of the work of ATPAC—one of the most effective lob-
byist organizations in the United States.®® Its membership (numbering
65,000 by the turn of the century, located in communities throughout the
United States), contributed to congressional campaigns and was active in
lobbying Congress in support of aid to Israel and on foreign aid generally.
AIPAC gave many members of Congress a reason to support foreign aid
who might have been indifferent to aid or disinclined to vote for it. Indeed,
by the 1990s (when the Cold War rationale for aid was gone and another,
equally compelling national interest rationale had yet to be found) it was
widely believed in Washington that without US aid to Israel and the support
for foreign aid from AIPAC, foreign aid appropriations would have had a
much more difficult time getting through Congress.®® AIPAC was not alone
in lobbying for aid to particular countries. Greek Americans, Polish Ameri-
cans, Armenian Americans, Baltic Americans, African Americans, and many
other groups and diasporas lobbied actively and often effectively (often
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gaining earmarks or directives from Congress) for aid to their favored coun-
tries or regions as well as supporting foreign aid generally.

Commercial interests outside of government involved in aid issues in-
cluded three main sectors: manufacturers, agricultural interests, and labor.
The US Chamber of Commerce and other major business groupings paid
relatively little sustained attention to foreign aid during most of the second
half of the twentieth century. The overall volume of US aid was relatively
small compared to the size of turnover in large US companies, and business-
oriented agencies within government had little influence on aid decisions
in any case. However, one business sector did have a concrete interest in
aid—agriculture. A variety of farm organizations and commodity produc-
ers’ groups supported foreign aid, primarily food aid, because it was long re-
garded as helpful in reducing farm surpluses, keeping farm prices high, and
expanding markets abroad. The support for food aid in Congress from mem-
bers from farm states was so reliably strong that at times the administration
would propose an amount of food aid in its annual budget request to Con-
gress well below the previous year’s level —for example, as part of an effort
to cut government expenditures in times of deficit reduction—knowing
that the Congress, because of farm support, would likely appropriate the
same amount as the previous year. (This tactic is popularly known in the US
government as the “Washington Monument Strategy”—the administration
cuts drastically or eliminates a highly popular program in the budget to
minimize expenditures, knowing that the Congress will put it back in. The
name comes from an incident where the National Park Service proposed
closing the popular Washington Monument to save money at a time of bud-
get stringency—a proposal quickly reversed in Congress.)

The main labor federation, the AFL-CIO, was also highly supportive of
foreign aid (except where that aid appeared to encourage US firms to invest
abroad instead of in the United States). The driving force behind this sup-
port was not general solidarity with workers in poor countries (as was often
the case in aid-giving governments in Europe) but a goal of limiting the in-
fluence of communist unions and strengthening noncommunist unions
abroad. USAID provided the AFL-CIO an annual grant to work in develop-
ing countries for these purposes. After the end of the Cold War, the focus of
the AFL-CIO aid-funded activities turned to strengthening unions in devel-
oping countries.

The key point in the evolving interests engaged with foreign aid is the
rise of NGOs and their advocacy for development-oriented aid. As I noted
above, these organizations grew in number and influence beginning in the
1970s and supported foreign aid for development as an end of policy inde-
pendent of its use as a means to other, diplomatic purposes. Their emer-
gence in the 1970s as a nascent political force coincided with the profes-
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sionalization of USAID and its efforts within the administration to protect
and advance its mission of furthering economic and social progress abroad.
At times, these two groups collaborated—for example, USAID provided
NGOs with capacity-building grants and NGOs supported USAID’s general
development mission. Over the years, USAID channeled a portion of its aid
through NGOs.” NGO leaders on the Advisory Committee on Voluntary
Foreign Aid (ACVFA) met periodically to discuss with USAID leadership
and officials prominent issues and report back to the broader NGO com-
munity. At times, there were tensions between USAID and the NGO com-
munity. But in general, these two constituted the core of the constituency
for development aid during much of the period of this study, and they ex-
plain in significant part why development became an end of aid-giving in it-
self—a widely shared and familiar, if continually contested, element in
American foreign aid during the latter half of the twentieth century.

Organizational Architecture of US Foreign Aid

USAID was the main aid agency in what I have already remarked is a frag-
mented aid system and the key voice for development within the US gov-
ernment. That voice was muffled often by the bureaucratic location of
USAID—as a subcabinet-level agency “taking foreign policy guidance”
from the secretary of state. This organizational arrangement institutional-
ized the ideas of the Kennedy administration that development should be a
separate purpose of aid but that aid should also serve diplomatic purposes—
and it protected those separate but related purposes throughout the last
four decades of the twentieth century. This arrangement proved to be extra-
ordinarily resilient. Efforts to elevate the priority of the development mis-
sion of foreign aid and make it independent of US diplomacy in the Nixon
and Carter administrations failed, just as efforts to eliminate a major devel-
opment-oriented program (US contributions to IDA) or to merge bilateral
aid into the Department of State were defeated. These failures were partly
due to the influence of entrenched interests and partly a reflection of the
essential political dualism that carried foreign aid in the United States for
both diplomatic and developmental purposes.

The ambiguity in performance and accountability generated by the com-
plexities of aid’s organizational architecture created difficult problems for
USAID, which gained a reputation in Washington of being poorly managed,
difficult to deal with, often ineffective, and unresponsive to new challenges
and opportunities, especially during the tumultuous decade of the 1990s.™
There were undoubtedly problems of poor planning and implementation
that can rightly be laid at USAID’s doorstep. More fundamentally, however,
USAID also suffered from a classic political problem—having more re-
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sponsibility than power. Because USAID managed programs serving a mix
of motives, it was at times held accountable for aid failures in programs that
were driven by diplomatic purposes, often in countries where positive de-
velopment outcomes were difficult to achieve because of the quality of the
recipient government, political instabilities, or other local problems. No
government agency with USAID’s responsibilities combined with limita-
tions on its authority could have avoided becoming the whipping boy for
perceived failures of foreign aid.

Eventually the problems of USAID affected its standing within the exec-
utive branch. First, other government agencies began to establish their own
“foreign aid” programs in the 199os—a form of “globalization” of the US
government, partly stimulated by their frustration with USAID when they
sought assistance for their particular lines of activities abroad and USAID’s
understandable reluctance to allocate its monies to other government
agencies. Thus, in the mid-1990s, the US Treasury established a program of
technical assistance on tax and other financial policies for foreign coun-
tries, estimated to reach nearly $19 million by 2004. By 2003 the Depart-
ment of Labor had programs to combat child labor in fifty-one countries
worldwide.” The Centers for Disease Control in the Department of Health
and Human Services financed research, surveillance, and response services
in the area of international disease control in all developing regions. The US
government does not publish data on the foreign aid expenditures of its do-
mestic departments, but available data suggest that such expenditures may
have amounted to at least $500 million per year by 2000, above aid funding
from foreign affairs agencies.” This “globalization” of the US government
was probably inevitable, given the increasing importance of transnational
problems and the increasing ties among cabinet ministers across borders
working on similar issues, but the way it proceeded —apart from and often
excluding USAID (which had international experience in most of these
areas)—was striking.

A second major organizational change involving US aid was the creation
in 2004 of the new Millennium Challenge Corporation to manage the Mil-
lennium Challenge Account (MCA) monies. The administration chose to
create an entirely new agency to manage these funds rather than to locate
them in USAID. (This decision reportedly reflected a lack of confidence in
USAID’s capacity to manage the MCA monies as intended. I have been told
by a number of sources that the decision memorandum presented to the
president on where to locate the MCA funds included only two options:
putting them in the Department of State and putting them into an entirely
new agency. Putting them in USAID was not even an option.) MCA fund-
ing would be provided in the context of a multiyear agreement between the
United States and the recipient government that included development
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objectives, the actions expected of each party, and indicators of perfor-
mance. This approach was intended to put maximum responsibility for de-
signing and implementing aid-funded activities in the hands of the gov-
ernments and groups receiving the aid. It was also intended to show that
aid was achieving the planned results. Selectivity in the choice of recipient
governments would help ensure that aid would be effective —all these ini-
tiatives were intended not only to make aid more effective but to garner
sustained support for increased aid from the political right in the United
States.”

THE NEW CENTURY: HAS ANYTHING CHANGED?

This political analysis of US aid in the second half of the twentieth century
describes an enduring dualism in aid’s purposes, arising from conflicting
ideas involving foreign aid that were amplified by American political insti-
tutions, strengthened by the interests engaged in aid, and embedded in the
organization of US aid. This system accommodated the new purposes of the
1990s. But these new purposes (which had within them elements both of
“national interest,” or diplomacy, and of “national values,” i.e., human bet-
terment) were not enough to protect foreign aid— especially development
aid—from being slashed during the efforts of the 1990s to cut the federal
budget deficit and the size of government.

Why, then, the dramatic increase in the volume of aid at the beginning
of the twenty-first century, much of it dedicated to development? Does it in-
dicate a resurgence of the dualism of diplomacy and development of the
past—a new version of the old “Cold War paradigm” in which aid for friends
and allies in a global diplomatic cause (in this case, fighting terrorism) is
balanced by aid for global good works, like development? Or has even some-
thing more basic changed in the politics of US aid—a change in the funda-
mental political forces supporting the development purposes of aid?

In 2006, it is still too soon to answer that question definitively. The War
on Terror and the aftermath of the military interventions in Iraq and
Afghanistan have certainly boosted the usefulness of aid to reward allies and
stabilize supportive governments, much as in the early years of aid-giving.
But it also appears that something important has begun to change in Amer-
ican politics that could affect US aid purposes in the future. That is the rise
of the evangelical movement and the Christian right and its increasing en-
gagement in national politics and public policy, described earlier. Their ris-
ing role and importance politically was acknowledged and encouraged by
several US presidents, beginning with Ronald Reagan in the 1980s but most
prominently by George W. Bush (himself a born-again Christian), who
spoke at their functions and gave priority to “faith-based organizations
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initiatives” in US government programs in helping the poor at home and
abroad. As they became more familiar with the terrible problems of poverty,
disease, and suffering in the world and involved in aid-giving to address
those problems, these groups also became advocates for foreign aid —voices
for aid for the most part from the conservative side of American politics.”
Should the evangelical movement’s engagement in foreign aid continue to
expand, it could circumscribe or even undercut the traditional resistance to
aid— especially development aid —from the right of American politics, ex-
pand the political consensus supporting aid across the political spectrum,
and reduce the dualism of purposes so long necessary to sustain political
support for foreign aid within the United States. Indeed, the evangelical
movement could conceivably become the essential constituency for aid, re-
placing AIPAC and other pro-Israel groups that have been so important in
the past but are likely to find their interest in foreign assistance diminished
as economic aid to Israel is eliminated.

Constituencies for government spending programs always bring their
own agendas to those programs and the evangelicals are no exception. Their
socially conservative values are already reflected in some aspects of US aid-
giving: the opposition to using aid for anything or any group remotely asso-
ciated with abortion. (The evangelicals are not alone in opposing abortion.
It has long been a hot-button issue for social conservatives of all inspirations
on the right of American politics, just as the importance of women’s right
to choose abortion has been an important issue for much of the women’s
movement and also much of the left of the political spectrum.) Other re-
flections of the Christian right’s values have been the requirement that a
portion of the new funding for the fight against HIV/AIDS be dedicated
to emphasizing abstinence from sexual activity as a means of preventing
the spread of the disease. But the most fundamental difference between the
evangelicals and the traditional supporters of foreign aid may turn out to be
the role of religion in the allocation and use of aid. To what extent should
faith-based organizations managing foreign aid tie their hiring and other
practices and their provision of aid to religious concerns? Officially, US gov-
ernment assistance cannot be delivered as a means of proselytizing for any
particular belief or in a manner that discriminates according to the religious
beliefs of those receiving the aid. The evangelicals recognize this essential
separation of church and state. But there are the temptations on one side
and the fears on the other that this separation may become blurred in prac-
tice. Should that happen or even be perceived to be happening, it could cre-
ate serious dissention within the aid community, not to mention the prob-
lems it could create in foreign countries.

However, not all the policy orientations of the evangelicals involving for-
eign aid collide with those of the political left. Both oppose human traffick-
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ing, slavery, religious oppression, human rights abuses, corruption, and au-
thoritarian governments. There are seemingly broad areas of potential
agreement among aid’s traditional supporters and the evangelicals. But the
differences will have to be managed if this new force in American politics is
to expand the constituency for aid rather than divide it.

In sum, the politics of US aid may be in the process of fundamental
political change, with potentially enormous implications for the future
amount and direction of that aid. These changes may take US aid in direc-
tions quite different from the past—a greater emphasis in aid-giving on de-
velopment and related issues, a broader basis of domestic support for de-
velopment aid, drawing together an unexpected coalition of the Christian
right and the secular left and possibly leading to higher aid levels over time.
If these changes come to pass, they could be the most important shift in the
politics of US foreign aid since its creation in 1947.



CHAPTER 4

Japan: The Rise and Decline of an
“Aid Superpower”

Japanese aid has long been viewed as driven by commercial motives—
expanding exports and ensuring access to needed raw materials imports.
Commerce certainly played a major role in the country allocation and use
of Japan’s economic assistance. But this purpose was always embedded in
the government’s fundamental goals of prosperity, autonomy, and inter-
national respect. And by the late 1970s, once Japan made significant prog-
ress on its economic goals (reflected in rapidly rising incomes and balance
of payments surpluses), the orientation of its aid began to shift. External
shocks in the 1970s and gaiatsu—that is, pressures on the government from
abroad (primarily the United States)—helped bring about that reorienta-
tion. Diplomatic concerns (especially managing relations with the United
States) became more prominent, playing a direct role in both the amount
and country allocation of Japanese aid. By 1989, after doubling its aid sev-
eral times over during the 1980s, Japan became the “aid superpower”—the
largest single donor in the world—and remained so during much of the
1990s.

During the 1980s and especially the 1990s, as a world leader in aid-
giving, the Japanese government sought to increase the development focus
of its aid and to align it more with the approaches of other major aid-giving
governments, which—unlike Japan—emphasized institution building
rather than infrastructure construction. Japan proved unable to hold to its
position as the largest aid donor in the face of domestic economic crises and
several major scandals involving its assistance. Japanese aid was cut sharply
at the end of the 1990s, and the government was never able fully to align its
development aid policies with those of other governments. Japanese bilat-
eral aid remained heavily focused on funding infrastructure, especially in
East Asia, leaving Japan more a niche player in development aid rather than
aworld leader.
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The political dynamics of Japanese aid help explain this story of the rise
and decline of Japan as an aid superpower. Japanese political institutions are
among the most opaque of any in major aid-giving countries, with many de-
cisions made behind closed doors among government bureaucrats, leaders
of the long-dominant Liberal Democratic Party (LDP), and business inter-
ests—sometimes called the “iron triangle.”* From the start, Japanese aid
was influenced by the same set of actors: the bureaucrats from various min-
istries made the decisions on the amount, distribution, and use of Japan’s
aid; the Japanese business community— especially construction, engineer-
ing, and consulting firms—implemented much of Japanese aid; LDP politi-
cians supported Japanese assistance (without getting much involved in its
details) and often relied on contributions from the business community for
their election campaigns. In contrast to Europe and North America, there
were—until the twentieth century was drawing to a close—few NGOs in
Japan that functioned as either implementers or advocates of aid for devel-
opment. The organization of Japan’s aid reflected the original purposes of
that aid, with key roles in decision-making played primarily by the Min-
istry of Foreign Affairs (MOFA), the Ministry of Finance (MOF), and the
Ministry of Trade and Industry (MITI?). Two subcabinet-level agencies,
the Overseas Economic Cooperation Fund (OECF, which later became part
of the Japan Bank for International Cooperation, or JBIC) and the Japan In-
ternational Cooperation Agency (JICA), implemented these aid decisions.
This arrangement meant that, inside the Japanese government as well as
outside it, the voice for the development purpose of aid was limited.

The powerful Japanese bureaucracy—sensitive to Japan’s role in the
world and to pressures from major allies—proved able and willing in the
1970s to shift the priorities of its aid from commerce to diplomacy. But
aligning its aid with the development norms and practices of other major
aid-giving governments proved much more difficult because of the weak-
ness of the development constituency inside and outside government and
its lack of broad expertise and experience in development work (other than
infrastructure). Nor was the government able to make the fundamental
organizational reforms that might have facilitated such an alignment.

However, changes in the domestic determinants of aid within Japan—
the increasing number and importance of development and relief NGOs
outside government and the beginnings of change in Japan’s political insti-
tutions evident at the beginning of the twenty-first century—suggest that
more fundamental shifts in Japan’s aid-giving might be in the offing in com-
ing years.
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THE ORIGINS AND ESTABLISHMENT OF JAPANESE AID:
THE 1950S AND 1960s

Japanese aid originated in war reparations the government was obligated to
pay in the wake of its defeat in the Second World War. Some thirteen Asian
countries were eligible for reparations payments at levels the Japanese gov-
ernment negotiated with each recipient. Japan began to make reparations
and reparation-like payments (other financial transfers associated with war
damage) in 1954 and finished in 1977. The total amount reached $2 billion.

The arrangements put in place by the Japanese government for manag-
ing those reparations shaped the way Japanese aid was administered later as
well as the purposes that aid would serve. Reparations were used to finance
projects requested by the recipient government—the beginnings of Japan’s
“request-based” approach to the selection of aid-funded projects. In theory,
a government wishing to receive Japanese aid would identify a project for
Japanese financing. It would make a formal request to the Japanese govern-
ment for that financing, which the government would consider and, if the
project was deemed worthwhile, approve. In reality, Japanese firms in de-
veloping countries would often identify projects and propose them to the
governments of the developing country, which would then “request” that
the Japanese government fund them. Those same Japanese firms would
later implement the projects once they were approved by Tokyo.

This approach was intended to benefit Japan as well as the recipient
country—the projects would help Japanese companies expand their pro-
duction and exports, thereby reaping economies of scale at home and gain-
ing new markets abroad for their goods and services. Some of the projects
also involved the development of raw materials production, such as cotton
and wood products, that Japan could then import for its industrial needs.
Both expanding exports and gaining access to needed imports fit the re-
quirements of the Japanese economy and, even more importantly, the
broader diplomatic goals of ensuring the prosperity, security, and indepen-
dence of Japan.

The reliance on Japanese enterprises in managing reparations payments
had another advantage: it kept down the public costs of delivering the aid,
because Japanese firms acted in effect as the field representatives of the
Japanese government in identifying and implementing reparations-funded
projects. (Indeed, it is said that Japanese business missions abroad did much
of the negotiating for the government on project proposals.®) The Ministry
of Foreign Affairs coordinated the requests from foreign governments,
which had to be approved by the Ministry of Trade and Industry, the Min-
istry of Finance, and the Economic Planning Agency (EPA), as well as the
relevant sectoral ministry—for example, Transportation for road projects,
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Health and Welfare for hospitals, or Agriculture, Forestry and Fisheries for
activities falling into those areas. This rather cumbersome decision-making
process enabled the key agencies—in particular, MOFA, MITI, MOF, and
(to a lesser extent) EPA—to bring to bear their expertise in project assess-
ment and to ensure that their interests were adequately reflected in the yen
loans provided.

By the middle of the 1950s, it was evident that reparations were not
enough to achieve the diplomatic and commercial purposes of the Japanese
government. Japan wanted to reestablish good relationships with countries
in Asia and elsewhere not on the reparations list. Important sources of raw
materials and potential export markets existed in countries, such as India,
not receiving reparations. Providing aid was a useful element in what was
often a package of policies for achieving these goals. In 1954 Japan joined
the Colombo Plan and provided a small amount of technical assistance to its
Asian member states—marking the official beginning of Japan’s aid. Soon,
the government decided that yen loans on concessional terms were the ve-
hicle it needed to expand its relationships in Asia and elsewhere. The first
of these was negotiated with India in 1958 to pay for Japanese goods and ser-
vices associated with the development of iron ore in Goa.* A second credit
for India soon followed the first, and in 1959 other loans were negotiated
with Paraguay (one of a number of countries in South America with a Japa-
nese immigrant community) and South Vietnam.

Organizing Japanese Aid

In 1960, under pressure from Keidanren (the Japan Federation of Economic
Organizations—an influential association of Japanese enterprises) and
from the ruling Liberal Democratic Party in the Diet (the Japanese parlia-
ment), the government created a new agency—the Overseas Economic Co-
operation Fund —to manage the growing number of aid loans. OECF lend-
ing would be overseen by the four agencies—MOFA, MOF, MITI, and
EPA—that had supervised reparations payments. Initially, OECF lending
was managed by Japan’s Export-Import Bank (JEXIM) exclusively through
Japanese firms. Subsequently, the management of these loans was trans-
ferred to OECF but with projects still tied to implementation by Japanese
enterprises.

In 1961 the Japanese government put into place the final piece of its aid
machinery, the Overseas Technical Cooperation Agency (OTCA, later to be-
come the Japan International Cooperation Agency, or JICA), which com-
bined the technical training and assistance activities of several existing
agencies, provided in the form of grants. After a bureaucratic tussle, MOFA
was put in charge of the new agency, with an understanding that a signifi-
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FIG. 4.1. THE ORGANIZATION OF JAPANESE AID, 2004
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cant portion of its senior officers would be seconded from other govern-
ment agencies to ensure those agencies’ views and interests were taken into
account. MOFA also managed the government’s grant aid program. MOF
was responsible for Japanese participation in the international financial
institutions.

Figure 4.1 is a somewhat simplified diagram of the organization of Japa-
nese aid, with the policy-making and allocation decision-making responsi-
bilities located in the top ovals and the implementing agencies and pro-
grams in the bottom squares. “Other ministries and agencies,” numbering
some nineteen in total, were intermittently involved with aid. They in-
cluded the Cabinet Office; the National Police Agency; the Financial Ser-
vices Agency; the Ministry of Public Management, Home Affairs, Posts, and
Telecommunications; the Ministry of Justice; the Ministry of Education,
Culture, Sports, Science, and Technology; the Ministry of Health, Labor,
and Welfare; the Ministry of Agriculture, Forestry, and Fisheries; the Min-
istry of Land, Infrastructure, and Transport; and the Ministry of Environ-
ment. The total aid budget of these ministries remained modest but signif-
icant—reaching approximately 100 billion yen out of an aid budget of goo
billion yen in 2003.°

The organization of Japanese aid, reflected in figure 4.1, did not change
until 1999, when OECF was merged into the Japan Export-Import Bank to
create the Japan Bank for International Cooperation (JBIC). This organiza-
tional change had a minimal effect on how Japanese aid functioned. The aid
portion of JBIC’s lending was kept separate from the export credit portion
and, for the most part, the personnel remained separate as well.®

The Volume and Distribution of Japanese Aid: The 1960s

Japan started out as a relatively small aid donor—its aid during the 1960s
averaged around o.25 percent of GNP, compared to an average of 0.50 per-
cent for all of the DAC. Its absolute amount of aid grew slowly during the
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first half of the decade and then increased rapidly at the end of the 1960s,
having tripled by 1970. However, with the rapid growth in its economy,
Japan still remained one of the smaller aid donors, both relative to the size
of its economy and to the aid levels of other donors. The increase in aid at
this time is often attributed to gaiatsu, in this case, from Asian countries for
more development assistance and above all from the United States, to share
the burden of the Western aid effort. Japan joined the OECD in mid-decade
(it had already joined the DAC in 1960) and came to regard a sizable aid
program, in Professor David Arase’s words, as “membership dues. . . owed
after joining the OECD and being received as an advanced country.”” Figure
4.2 shows the amount of Japanese aid from 1960 to 2004.

A snapshot of Japanese aid in 1970 provides further insights into its pur-
poses at that time. The aid amounted to $458 million.® As a percentage of
GNP, it was 0.23, one of the lowest and below the DAC average of 0.34. The
bulk of it was provided as bilateral aid, with only 15 percent multilateral. Bi-
lateral aid was almost entirely directed to Asia, with two-thirds in the Far
East, especially in Indonesia, Korea, the Philippines, and Thailand. Another
quarter went to the countries of South Asia, primarily Pakistan and India.
The aid itself was concentrated in commercially attractive sectors, espe-
cially energy, industry, mining, and transportation. A significant amount
was provided as import support and food aid. Very little was allocated to
social sectors like health or education. The grant element was the second
lowest of any DAC member state, at 39 percent (with the DAC average at

FIG. 4.2. TOTAL JAPANESE AID (NET)
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63 percent). And the terms of Japanese aid were among the hardest of any
among DAC members.’

The emphasis on bilateral aid, on Asian countries, and on the sectors at-
tractive to Japanese exporters, and the relatively hard terms of Japanese aid
were indicators of the primacy of commercial purposes, nested within
broader diplomatic goals of the government: Tokyo wanted to reestablish
good relations with the governments in Asia in particular, regain its posi-
tion as a respected member of the international community, and, most im-
mediately, gain export markets and access to raw materials in countries rel-
atively familiar and close to home. Aid was seen at this time less as a gift
directed at reducing poverty abroad than an investment (at below commer-
cial rates) in growth, both for Japan and the recipient country. Like other
aid-giving countries at the time, the government of Japan assumed that pov-
erty reduction would eventually follow from sustained growth.

THE DRIVE TO AID PRIMACY: THE 1970S THROUGH
THE 1990S

By the middle of the 1970s and especially in the 1980s, Japan’s export drive
had become successful and its balance of payments moved into surplus,
lessening the urgency of expanding the economy’s export markets. At the
same time, the first half of the 1970s brought several shocks that had a sig-
nificant effect on the amount and direction of Japanese aid. The first was the
1973 quadrupling in the price of petroleum, on which Japan was highly de-
pendent. This sudden increase in the price of an essential import, plus un-
certainties about reliable access to Middle East oil, caused consternation in
Tokyo. The government quickly acted to strengthen its relations with Arab
oil-producing countries, including initiating a number of aid-financed proj-
ects in those countries (the first major, direct use of Japanese aid for explic-
itly diplomatic purposes).’® The uncertainties surrounding the price and
availability of petroleum raised fears that other raw materials might become
scarce or controlled by producer cartels, jeopardizing the flow of imports
essential for the Japanese economy. Aid came to be thought of as a useful in-
strument for helping to ensure access to needed raw materials through cre-
ating good relations with a variety of countries producing those commodi-
ties in Asia and elsewhere.

A second shock was the visit to Southeast Asia by Prime Minister Kakuei
Tanaka in 1974. Indonesian and Thai students rioted, attacking Japan as in-
terested primarily in promoting its commercial advantages in the region.
These criticisms led the government to reconsider how it did business—
including aid-funded business—in Asia.

A third shock was the Nixon administration’s opening to China. The



JAPAN 117

Japanese government was not briefed ahead of time on Nixon’s visit but
moved quickly to normalize relations with Beijing in the wake of the change
in US policy. By the end of the 1970s, Japan had commenced an aid program
in China, and, from 1982, it became Japan’s largest single aid program.

Nixon had yet another surprise for Tokyo. In 1973, with a shortfall in the
production of soybeans and consequent rises in prices, the administration
imposed an embargo on soybean exports. Japan, reliant on soybeans from
the United States, suddenly found itself with its own serious shortage. Japa-
nese food security took on greater importance as a goal of foreign policy. Aid
was directed toward countries like Brazil, where there was potential to ex-
pand the production (and export to Japan) of soybeans and other essential
agricultural imports.

Finally, not so much a shock, but a growing source of concern in Tokyo,
were the rising criticisms from the United States of Japan’s expanding trade
and foreign exchange surpluses. Its export success had created its own
political problem for Japan—critiques, especially from Washington, that
Japan was competing unfairly in international trade: its increasing balance
of payments surpluses showed that the yen was undervalued and should
be revalued, its home market was protected from foreign competition, and
its export practices were unfair and possibly illegal (involving dumping, for
example). These critiques, combined with continuing pressures from the
United States to contribute to security in Asia and elsewhere (especially as
the United States withdrew from Indochina in the 1970s) and Japan’s in-
ability, based on its constitution, to share directly in the military burdens as-
sociated with the Western alliance, were part of the political environment
in which Japanese aid became a major tool of foreign policy and led to shifts
in the priorities in Japanese aid in the second half of the 1970s.

One shift involved a dramatic increase in the volume of Japanese aid."
In 1977 the government announced its intent to double its “economic co-
operation” programs in five years. The following year, Prime Minister Takeo
Fukuda, at the Bonn G-7 Summit, was more specific: Japanese aid would
double in dollar terms, now within three years rather than five. Raising aid
volume would, it was hoped, ease US pressures for burden-sharing and for
a reevaluation of the yen and eventually give Japan a lead role in world af-
fairs—especially in international cooperation and development.

Other changes appeared in Japanese aid at this time. The government
started to spread its aid beyond Asia, providing some assistance to all major
developing regions of the world and sizable amounts to countries of eco-
nomic and strategic importance—for example, in regions of conflict or
countries of particular interest to the United States and the West. Aid in-
creased to Pakistan (next door to Soviet-occupied Afghanistan), to Turkey
(strategically situated in the Middle East), Egypt (key to Arab-Israeli peace),
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and to Sudan. In contrast to the 1960s and early 1970s, when Japan provided
90 percent of its aid to Asian countries, by 1980, Japan was providing Asian
countries (including the Far East and South Asia) with 70 percent of its aid,
with 10 percent each to Latin America, Africa, and the Middle East.

Finally, with the growing surpluses in Japan’s trade with the United
States and criticisms of the strongly commercial orientation of Japanese
aid, in 1978 the government (in a joint communiqué with the United States)
announced its intention to untie Japanese aid loans. US firms would now be
able to compete for Japanese aid—funded contracts in developing countries,
a move (according to some Japanese officials) specifically intended to ben-
efit US firms and the US economy.

As the amount of Japanese aid increased, the government—or rather,
different elements of the government— sought to articulate the role of Japa-
nese aid in the country’s foreign policy. One effort involved the theme
“comprehensive national security,” which was provoked by the oil crisis
and, among other things, attempted to establish the links between tradi-
tional security concerns and Japans “economic security”’? Within this
broad theme, during the late 1970s and early 1980s, both MITI and MOFA
issued their own reports and white papers on foreign aid policy, each with a
somewhat different emphasis.”

Reflecting its responsibilities for the Japanese economy and Japanese
business, MITI proposed a policy of “Comprehensive Economic Security”
in which aid (together with trade and investment) would continue to
strengthen Japanese ties with developing countries in an interdependent
world, expand and diversify the sources of needed food and raw materials
imports (above all, petroleum), and help restructure Japanese industry by
encouraging basic industries to move overseas and permit more investment
in high-technology industries at home. There followed MITI’s Asian Indus-
tries Development Plan and an ASEAN-Japan Development Fund, both of
which had aid components. (ASEAN is the acronym for the Association
of Southeast Asian Nations.)

MOFA also produced in 1980 a report on the rationales for foreign aid.
For MOFA, aid’s purpose related to its concepts of international security
and development: to help create a stable, peaceful international society and
to provide developing countries with a non-Western model of successful de-
velopment (as well as to manage Japanese resource vulnerabilities).

The 1980s was a decade of continued and rapid expansion in Japanese
aid. In 1981 the government announced its second five-year aid doubling. In
1985 it was announced that aid would be doubled yet again; and in 1988
there was a fourth doubling plan. In 1989 Japan claimed the role of the “aid
superpower”—the largest aid donor in the world. Japan continued to ex-
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pand its aid until the mid-1990s, remaining the largest single bilateral do-
nor for most of the rest of the decade.

Part of being a lead aid donor involved sizable contributions to inter-
national financial institutions, such as the World Bank and the regional de-
velopment banks. The Japanese government increased its aid to these in-
stitutions at this time to one-third of its total aid commitments by 1985.*
Japan was by far the major contributor to the Asian Development Bank,
which was traditionally headed by a Japanese official and came to be seen by
many as a “Japanese bank.” It also became a significant donor to the Inter-
American Development Bank, the African Development Bank and Fund,
and other international development organizations.

Despite its rapid increases, Japanese bilateral aid stood out among DAC
member states as the least consistent with evolving DAC norms for devel-
opment assistance. The mainstream emphasis in aid-giving in the DAC in
the 1970s was on addressing “basic human needs”—working in the poorest
countries and in agriculture, primary health care, and basic education,
much of it in institution building. Japanese aid was still concentrated on fi-
nancing infrastructure projects (the highest percentage of any donor). In
1981 Japan was the least concessional donor save Austria—the grant ele-
ment in Japanese aid was 75 percent, while the average for all DAC mem-
bers was 9o percent.” The administration of Japanese aid was centralized
in Tokyo, with limited representation in the field on the part of Japanese aid
agencies. And despite its doubling of aid after 1977, Japan still had one of the
lowest percentages of its GNP dedicated to foreign assistance.

In 1981 the Japanese government announced a number of changes in-
tended to make its aid more consistent with DAC norms. It proclaimed a ba-
sic human needs focus in its aid and moved gradually to ease the terms of its
lending. In the early 1980s, both MOFA and OECF created evaluation ser-
vices. (JICA had established one in 1975.) However, it proved difficult for
the government of Japan fully to realize a number of these commitments.
Aid from the OECF (half to two-thirds of Japanese aid at this time) was in
the form of yen loans— difficult for the poorer, cash-strapped countries in
Africa and Latin America to manage financially. And because the govern-
ment had concentrated its aid on creating physical assets—infrastructure
and the delivery of equipment—the technical and local expertise especially
useful in basic human needs projects was scarce in government, in Japanese
consulting firms, and in the few NGOs that existed in Japan. As a result,
while the government increased its aid for social infrastructure and services
in the late 1970s (moving closer to the basic human needs focus), these proj-
ects were concentrated in expanding clean water and sanitation and typi-
cally emphasized engineering and the construction of physical facilities.
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Untying Japanese Aid

One of the most significant signs of a move away from the commercial ori-
entation of Japanese aid had been the government’s announcement that it
was untying a portion of that aid. This commitment proved to be the one
most disputed by foreign governments and observers of Japan’s aid pro-
gram. Only yen loans were to be untied. Grant aid (including technical as-
sistance) remained tied to Japanese goods and services.!® Even when Japa-
nese yen loans were formally untied and a rising proportion of the aid was
channeled through foreign-based firms, many foreign critics—especially in
the United States—suspected that there was a considerable amount of in-
formal collusion between Japanese bureaucrats and Japanese enterprises to
ensure that the aid was spent on Japanese goods and services. It was also
thought that many of the foreign-owned firms receiving contracts involving
Japan’s aid may have in fact been Japanese subsidiaries set up in develop-
ing countries.”” (Japanese officials pointed out to me that after reforms in
Japan’s procurement process, which by 2004 was identical to that of the
World Bank, such informal collusion was illegal.)

There is evidence that in the 1980s the Japanese government did, in
fact, begin to untie its yen loans in reality as well as in rhetoric. Robert Orr
provides data that show a declining percentage of the untied portion of yen
credits won by Japanese firms—falling from 66 percent in 1984 to 277 per-
cent in 1988. JBIC documents show that by 1998 aid credits were go per-
cent untied and that only 20 percent of the contractors for those credits
were Japanese. The percentage of Japanese contractors winning JBIC aid
loans was the same in 2002. It is clear both from the increasing number of
contracts and the volume of credits awarded to non-Japanese firms or con-
sortia of firms with non-Japanese as well as Japanese enterprises that a
great deal of aid has been untied, in contrast to the situation in the 1970s.
Another indication of the untying of Japanese aid was the “firestorm of lob-
bying” in the 1980s by Japanese companies in the construction and engi-
neering fields against untying aid, suggesting that the business community
felt that the untying had gone too far.'®* The comment one frequently hears
in Japan from those in the business community and outside observers is
that Japanese enterprises have lost interest in aid because of the declining
number of contracts they win. Finally, there were also the pressures from
the business community in the late 1990s to tie the special $5 billion in
government concessional credit for the Asian financial crisis to purchases
in Japan. (If this aid had already been tied informally, the business com-
munity would not have needed to exert such obvious pressures, which they
did with some success.)
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The Rise of Japanese NGOs

Nongovernmental organizations working on relief and development—so
common in North America and Europe —were few in Japan at the begin-
ning of the aid era in the 1950s and 1960s. Japanese NGOs really got their
start in the 1970s, when a few were created in the wake of the war in In-
dochina, primarily to provide services to Vietnamese and Cambodian
refugees fleeing to Thailand.” As happened earlier in other parts of the
world, these relief-oriented NGOs soon turned to development work. But
their advocacy activities remained limited—government officials often
disdained to meet with the NGO staff or take them seriously, while a num-
ber of NGOs were quite critical of government, gaining the image of “radi-
cals,” both in official circles and in the opinion of the public. Most NGOs
struggled with severe funding constraints—small contributions from a
public unused to private giving, few gifts from philanthropic foundations
(which were, in any case, limited in number themselves), and little funding
from the public sector. In some cases, Japanese NGOs working in areas of
interest to foreign NGOs were able to obtain financial support from abroad.
For example, Friends of the Earth, based in the United States, established a
branch in Japan. But even from abroad, funding remained limited.

During the 1980s, NGOs began to become more involved in policy ad-
vocacy within Japan, commencing with environmental NGOs. The NGO
movement got a further boost in the 1990s from pressures on the Japanese
government from foreign governments and international NGOs to expand
their access and financing.?

Additionally, the series of international conferences and summits that
took place in the 1990s called public attention to conference topics (e.g.,
the environment, population issues, women’s issues, food security) and
created opportunities and incentives for consultations between NGOs and
governments for each of these world events. By the Conference on Popu-
lation in Cairo in 1994, Japanese NGOs were asked to serve on the official
delegation to the conference.?! Toward the end of the 1990s, a coalition of
Japanese NGOs, part of the worldwide Jubilee 2000 campaign, sought to
persuade the government to cancel debts owed it by poor countries. Since
1978, the government had reluctantly provided grant aid to fund debt re-
payments on the part of developing countries. Tokyo had resisted outright
debt cancellation on several grounds: it would complicate funding
arrangements for OECF (later JBIC), which had made the loans and had
borrowed from other government accounts to help finance them. On the
ideological side, Japanese officials were afraid of the moral hazard created
by debt cancellation—it could provide incentives for borrowing govern-
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ments to misuse aid funds in the future, believing that their debts would be
canceled later. It was only in late 2002 that the Japanese government fi-
nally announced an outright cancellation of debts owed it by the poorest
countries.

In the 1990s the government began to take NGOs more seriously as im-
plementers of aid activities as well as potential supporters of foreign aid
within the Japanese political system and with the public. Government had
already begun to provide a small amount of financing to NGOs during the
late 1980s. Subsidies and grants for NGO projects increased from around
400 million yen in 1989 (roughly $3.7 million) to 1.2 billion yen by 1998
(around $10 million) and then began to decline somewhat with the de-
crease in Japanese aid overall. In 1991 the government set up an innovative
scheme in which Japanese citizens depositing their savings in postal savings
accounts were given the option by the Ministry of Posts and Telecommuni-
cations to dedicate from 10 percent to 100 percent of the interest on those
savings for use by qualified NGOs in development work abroad. The funds
generated by this scheme (amounting to $125 million between 1991 and
1997) remained relatively limited in amount, but they did provide addi-
tional financing for NGOs and engaged the public directly in aid and devel-
opment issues.

In an additional initiative in 1998, the government supported the pas-
sage of a law easing the conditions of incorporation for Japanese NGOs—
these had been so restrictive that few could qualify and, therefore, could not
act as legal entities, set up bank accounts, and accomplish the other tasks
necessary for organizations to function in the modern world. Even with the
new law, however, challenges remained for NGOs to establish themselves,
including the lack of tax breaks for them and for their contributors. (In 2001
a law was enacted to provide tax relief to private contributors to qualified
NGOs, but the standards for qualification remained difficult.??) By 2003
Japanese funding of NGOs (grants to NGOs as a percentage of ODA)
reached the DAC average of 2 percent.?

In the 1990s the government created a number of consultative mecha-
nisms with Japanese NGOs. By the end of the decade, these mechanisms
proliferated and were institutionalized, with MOFA, MOF, JICA, and JBIC
all meeting periodically with NGOs and seeking their advice on policy and
programmatic issues. MOFA helped to establish four “platforms” (net-
works) of NGOs—one each involving emergency relief, education, agricul-
ture, and health—through which it channeled funding to NGOs in these
sectors. These efforts by government to engage NGOs were viewed by many
NGO staff as both useful and well intentioned. In interviews in Tokyo in
2003 with a variety of NGO leaders, I found they regarded them as valuable
openings for making their views known to government. Nevertheless, the
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Japanese NGO movement, despite all these changes, remained one of the
weakest of any DAC member state.

Challenges to Japanese Aid

As Japanese aid grew, so did criticisms of it. Three in particular emerged in
the late 1980s: the lack of transparency and problems of corruption, the
fragmented nature of Japan’s aid organization, and the absence of an overall
policy framework for Japan’s assistance. The loudest criticism was stimu-
lated by revelations of corruption in Japanese aid. Several scandals erupted
in 1986—the major one involved extensive kickbacks of Japanese loans in
the Philippines under President Ferdinand Marcos, which came to light af-
ter his overthrow when evidence of these practices, obtained from Marcos’s
own papers, was published by the US Congress. The scandal caused quite a
stir in Japan, generating demands for greater transparency in Japanese aid
decisions.” The government reacted by promising to publish aid procure-
ment documents but later failed to carry through.

Other criticisms pointed at the fragmented nature of Japanese aid, espe-
cially in decision-making, making the aid process slow, cumbersome, and
rigid. At one point in the 1980s, elements in the Japanese private sector
called for a single, cabinet-level aid agency to improve efficiency and gen-
eral performance. This idea had been raised by Prime Minister Tanaka in
the mid-1970s but was resisted then by the powerful bureaucracies whose
influence over aid decisions would inevitably be diminished by such a fun-
damental reorganization. As in the 1970s, the same resistance appeared and
no radical reorganization was undertaken.

Toward the end of the 1980s, the large volume of aid and the number of
new activities the government had announced for its aid, including democ-
ratization, women’s rights, environmental protection, and other interna-
tionally popular initiatives, were raising questions about the fundamental
purposes of Japanese aid. No single official statement or document laid out
those purposes, so the government decided to create one. In 1992 the cabi-
net adopted the “Official Development Assistance Charter”—the first ma-
jor document setting forth the main rationales and guidelines for Japanese
aid. The charter declared that Japan provided aid because of its humanitar-
ian concerns for the poor, to strengthen international interdependence,
to protect the environment, and to further “self-help” on the part of less-
developed countries.

The charter also offered four guidelines for allocating ODA:

1. Environmental conservation and development should be pursued in

tandem.
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2. Any use of ODA for military purposes or for aggravation of international
conflicts should be avoided.

3. Full attention should be paid to trends in recipient countries’ military
expenditures, their development and production of mass destruction
weapons and missiles, their export and import of arms, etc., so as to
maintain and strengthen international peace and stability, and from the
viewpoint that developing countries should place appropriate priorities
in the allocation of their resources on their own economic and social
development.

4. Full attention should be paid to efforts for promoting democratization
and introduction of a market-oriented economy, and the situation re-
garding the securing of basic human rights and freedoms in the recipient

country.*

The adoption of an ODA charter was one approach to providing a coher-
ent rationale for Japan’s aid. The government also undertook other initia-
tives consistent with its new role as the “aid superpower.” Japan began to
take a more proactive role in identifying projects in recipient countries,
moving away from its “recipient-based” approach and started in 1993 to de-
velop country studies— the beginnings of a country programming process.
It committed itself to strengthen its evaluation service as well. Additionally,
in the 1990s the government created several organizations to undertake re-
search and training in development and to act as centers for public discus-
sion of development issues, for example, the Foundation for the Advanced
Study of Development (FASID). These functioned partly as sources of ideas
and debate and partly as vehicles for involving the informed public in Japa-
nese foreign aid.

To engage a wider public in supporting Japanese aid, recognized by the
government as necessary to sustain its high annual aid levels, the govern-
ment initiated a yearly International Cooperation Festival in Tokyo, begin-
ning in 1992. Additionally, it began publishing annual reports on Japanese
ODA; it created the International Development Plaza in Tokyo the same
year; and it encouraged local engagement in development work—the host-
ing of trainees by local governments, “twinning” between Japanese and de-
veloping country cities, the sending of local technical experts (that is, from
Japanese provinces and municipalities) to developing countries, and pro-
viding funding to local governments in Japan to become active in develop-
ment work. Eventually, information on development was included in
school curricula, informing many Japanese children of the problems of pov-
erty and poor countries from an early age.

The government set out to claim the international leadership role in for-
eign aid that its status as the largest donor potentially accorded it. One of
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the government’s goals was to gain greater visibility and international ac-
ceptability for its view of an approach to development somewhat different
from the emphasis on free markets on the part of the World Bank, the
United States, and others supporting the “Washington Consensus”—specif-
ically, that governments had an important role in furthering development,
including guiding industrialization and promoting exports. This view was
based on Japan’s own successful experience of development and that of a
number of its neighbors, like Korea. In an effort to further this idea, the gov-
ernment funded a study by the World Bank entitled The East Asian Miracle,*®
exploring the causes of economic successes in Korea, Thailand, Indonesia,
and elsewhere in its region. The report did highlight the key role of gov-
ernment in guiding these economies toward success but also underlined
the importance of institutional capacity on the part of government to make
efficient and effective policy choices and to terminate policies when they
were no longer useful —a capacity shared by relatively few governments in
poorer parts of the world. As a result, the report did not carry quite the en-
dorsement of an alternative approach to development that the Japanese
government had hoped for.

A further Japanese effort to take a leadership role in development was
the series of TICAD (Tokyo International Conference on African Develop-
ment) conferences. The first of these was held in 1993 and brought together
the leaders of African countries, Japanese aid officials, and representatives
of aid-giving governments and organizations to discuss development in
Africa and the relevance of the Japanese development experience for
Africans. The second of these conferences was held in 1998, followed by a
third in 2003. TICAD conferences have produced a set of unobjectionable
consensus statements about the importance of development in Africa,
commitments on the part of Africans to further that development, and com-
mitments on the part of the ]apanese government to support African efforts.
The apparently meager outcomes of these conferences puzzled a number of
foreign observers. Many concluded that, in fact, the real reason for these
conferences was to bolster support among the Africans for Japan’s campaign
to gain a seat on the UN Security Council, for which African votes would
be essential. Japanese officials involved with these conferences affirm in
private that gaining a seat on the Security Council was one goal.?” Another
was to use the large, well-reported meetings in Tokyo as a means of educat-
ing the Japanese public on development and the importance of Japanese
aid. In 2002 Japan organized a conference on Initiatives for Development
in East Asia with the ten countries from ASEAN plus China and South
Korea, which sought to pull together the successful experience of develop-
ment in the region for the benefit of Africans and others.

Effective Japanese leadership was more evident in a number of specific
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international development issues. In 1992 Japan chaired the International
Committee on Reconstruction of Cambodia. In the mid-1990s one of its
senior diplomats played the key role in launching the DAC report Shaping
the 21st Century: The Contribution of Development Cooperation, which was one
of the first documents to set out concrete future goals for development
achievements, thus setting guidelines for applying aid and standards against
which it can be assessed.?® During the 1990s, it took a lead in promoting in-
ternational assistance to Mongolia. In 1999 it hosted a consultative group
on East Timor. In 2002 Tokyo did the same for Sri Lanka after the devastat-
ing conflict in that country, co-chairing the Tokyo Conference on Recon-
struction and Development there. In the same year, Japan played a lead
role in reconstruction in Afghanistan and in promoting the peace process
in Aceh.

However, aligning its aid practices with those of the rest of the world
proved more difficult, and this challenge likely dampened the effect of its
increasingly active leadership in foreign aid issues. A number of statements
and official documents produced by the Japanese government—for ex-
ample, its ODA annual reports—endorsed many of the international devel-
opment priorities of the day. In 1993 and 1994, for example, the government
emphasized the use of its aid for basic human needs and for addressing
global issues such as environmental problems, HIV/AIDS, population, and
women in development, and stressed the importance of democracy and
good governance among aid recipients.?’ In 1995 and 1996 the government
highlighted its commitment to children’s welfare (much like the US focus
on “child survival” at that time) and “people-centered development”—a
phrase picked up from the annual UN Human Development Report. Later
in the 1990s, Japanese aid documents began to mention “human security,”
another phrase borrowed from the UNDP Human Development Report and
elaborated by Sadako Ogata, the UN High Commissioner for Refugees in
the 1990s. (Mrs. Ogata, as a Japanese citizen serving in a prominent inter-
national post, had considerable access and influence in Tokyo, and her
promotion of the notion of “human security” gained a following there.*)
Additionally, a focus on global issues (promoted by the United States
through the Common Agenda meetings with the Japanese government dur-
ing the 1990s) and problems and on “peace diplomacy” or “peace-building”
also gained currency as new purposes of Japanese aid in the late 1990s—
involving such activities as demining and postconflict reconstruction.

The extent to which these initiatives and multiple commitments were
reflected in the way Japan actually used its aid was far less clear. Narrative
materials, government budget documents, and Japanese aid data published
by the DAC indicate that Japan allocated some funding for these new types
of activities, both through its bilateral aid program and through its contri-
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butions for these purposes to multilateral aid agencies. For example, Japan
spent just over $800 million on “government and civil society” activities be-
tween 1995 and 2000.% During the same period, the government also spent
$2.3 billion on “general environmental protection” and just over $160 mil-
lion on family planning programs. In some of these areas, the primary forms
of activities financed were studies, technical assistance, and advice. In oth-
ers, like the environment, much of the aid monies were spent on infra-
structure and equipment. Thus, the Japanese government did put funding
behind its various new aid initiatives—though this funding appears to have
been concentrated on infrastructure and the export of equipment to fit the
particular initiatives, for example, in the area of environmental activities.

Other changes in Japanese aid were implemented in the 1990s. Grants as
a portion of overall Japanese aid (including multilateral aid, which is all
grant) continued to rise, from 48 percent in 1993-94 to 66 percent by 2004,
but still remained well below the averages for the DAC as a whole (9o per-
cent grants in 2004). Japanese aid was still by far the least concessional aid
from any DAC government.*

Between 1981-82 and 2001-2, Japan’s bilateral aid for social and admin-
istrative infrastructure rose from 11 percent to 20 percent, while its aid for
industry and other production fell from 17 percent to 3 percent. Its aid for
economic infrastructure remained around one-third of its total bilateral
aid. These shifts, too, were a sign of convergence with the practices of other
donors, but Japan remained by far the largest funder of economic infra-
structure in 2001-2 and among the smallest funders of social and adminis-
trative infrastructure during the same period. Also, much of the latter fund-
ing was still for infrastructure in these sectors, rather than the institution
building that was more common in the aid programs of most aid-giving
governments.

In short, while Japanese aid continued to converge with DAC norms, it
continued to emphasize the “hardware” of development (infrastructure
and equipment) rather than “software” (especially knowledge transfer) and
focused on strengthening activities that tended to benefit higher income
rather than poorer segments of recipient country populations.®* In the
words of a 1999 DAC report on Japanese aid:

The health sector in 1996—7 took up 3 per cent of Japan’s bilateral commit-
ments . . . mainly concentrated in tertiary and curative health, such as sup-
port for hospitals and high technology equipment, medical research institu-
tions, high level training, and posting of Japanese advisors. . . . In 1996-7,
6 per cent of bilateral ODA was allocated to education. Further breakdown
suggests that only 1 per cent of Japan’s bilateral ODA was committed to ba-

sic education. . . . The majority of support went to higher education such as
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universities, research institutions, and vocational training, particularly in
engineering and high technology. . . . Assistance towards water supply and
sanitation has taken up half the share of social sector allocation, partially
due to construction of large urban water supply and sewerage facilities.>*

The DAC Peer Review five years later made much the same point: “Japan’s
allocation in the social sector tends to be directed to the tertiary levels such
as universities, research institutions, urban water systems, hospitals and so
on. Sustainable development would be impossible without access for the
poor to adequate services for health, education, water and sanitation.”*

Japan’s heavy focus on the hardware —infrastructure (especially eco-
nomic infrastructure)—rather than the software of development differenti-
ated it from most other aid agencies and mainstream development think-
ing. The importance of infrastructure was not ignored by other aid agencies,
but they gave more emphasis to institution and capacity building, even in
infrastructure projects, to help ensure that aid-funded activities were both
effective in achieving their immediate goals as well as sustainable. For ex-
ample, roads needed to be maintained—an institutional as well as a finan-
cial challenge. Schools needed trained teachers and effective curricula if the
expansion in education was to have a development impact.

Further distinguishing the Japanese from other aid-giving governments,
Tokyo justified its approach to aid-giving as promoting growth that, it was
assumed, would eventually lead to poverty reduction. Most other aid do-
nors sought to provide a portion of their aid directly to benefit the poor, for
example, by focusing on primary education (rather than tertiary education)
or on providing primary health care. These characteristics of Japanese aid-
giving left Tokyo rather isolated in the thrust of its aid funding. And clearly,
despite declared intentions to align its aid with mainstream DAC practices,
the government had found it difficult to do so.

Although Japan did take leadership, as I have described, in a number of
specific and important activities, it was not able to come up with the com-
pelling new ideas or to mobilize other donors to follow policies initiated by
Japan. One Japanese scholar complained, “The global debate on develop-
ment assistance is largely determined by others. . . . Japan’s role is no more
than that of a timid co-pilot at best.”* Part of the problem of Japanese lead-
ership may have been language —the limited facility with English that
many senior officials and scholars had —and hence, the constraint on their
ability to participate fully in international discussions of aid and develop-
ment. (In contrast, midlevel and junior officials and scholars—many of
whom have studied abroad —seem much more comfortable in functioning
in foreign languages; thus, this problem is likely to abate over time.) Other
limitations on Japanese engagement and leadership on international devel-
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opment issues reflected the unfamiliarity on the part of many MOFA
officials (who usually represented Japan in official international meetings
and events) with development issues and the nuances of development dis-
course. MOFA officials were diplomats, usually with only a limited back-
ground in development. They tended to rotate jobs every two years and
therefore may have lacked the knowledge and development experience to
propose innovative approaches to development. And because of the rapid
turnover of Japanese officials seconded to international bodies, they often
found it difficult to establish the personal relationships with colleagues
from other countries that provided the basis for effective participation in in-
ternational deliberations. They may also have felt uneasy with pushing their
ideas to move them forward —it is not usually the Japanese diplomatic style
to press ideas forcefully on others. Further, Japanese aid officials sought to
avoid any appearance of aggressive public behavior toward other govern-
ments (especially in Asia) so as not to provoke a hostile backlash based on
memories of the war. Whatever the reasons, the Japanese were not always
able to claim the international leadership role that should have been theirs
by virtue of their generous aid levels.>

TOWARD THE TWENTY-FIRST CENTURY: RETRENCHMENT
AND REFORM

In 1996 Japanese aid fell by one-third from the previous year. The drop was
part of a general decrease in public expenditures as the Japanese govern-
ment attempted to deal with the economic recession and fiscal deficit fac-
ing the country. (The size of the decrease was magnified somewhat by a
weakening yen, a drop in Japanese contributions to replenishing multilat-
eral development institutions, and a high level of repayments to the Japa-
nese government of past concessional loans, thus reducing net aid levels.)
Japanese aid fell again in 1997 by a small amount. After a surge in 1998 and
1999 as Japan made a major contribution to Asian countries suffering from
the financial crisis, its aid again fell off, declining by one-third between
2000 and 2003,* suggesting that the reductions that took place before the
Asian financial crisis reflected an underlying trend in Japanese aid — the re-
sult of economic problems at home. (The easing of those problems toward
mid-decade led to a modest uptick in Japanese aid in 2004.)

In other ways, Japanese aid appeared to be in crisis at the end of the
1990s and in the early years of the new century. Criticism at home of the
high aid levels had risen in the midst of a prolonged recession. Then, an-
other scandal erupted, this time involving a prominent Japanese politi-
cian—Muneo Suzuki—accused of pressuring MOFA to channel aid
through enterprises in his constituency,® feeding public perceptions that
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aid was misused and that the Japanese aid system still lacked transparency.
The collapse of the Suharto government in Indonesia and reports of wide-
spread corruption there also provoked criticism of Japanese aid, which had
flowed in large quantities to the Indonesian government over several de-
cades. In the words of one observer, “For the first time in memory, Japan’s
official development assistance program is a controversial public issue. . . .
Japan’s foreign aid program, long insulated from public scrutiny, has come
under fire because of its relationship to both administrative and fiscal re-
form.*° Opinion polls, undertaken annually for the prime minister’s office,
showed that those supporting increases in ODA had declined from a high of
41 percent in 1991 to 19 percent in 2002, while those wanting to reduce
ODA as much as possible rose from 8 percent in 1989 to 24 percent over the
same period.*' Japanese citizens, in town hall meetings with their repre-
sentatives in the Diet, demanded to know why there was so much foreign
aid when there were so many problems at home and were particularly crit-
ical of Japanese aid to China, which was beginning to compete with Japan
in world markets and making formidable economic progress itself.** In
2003 eight thousand residents of Sumatra in Indonesia brought a class-
action suit against the Japanese government (in a Tokyo court), claiming
that they had been forcibly displaced and deprived of their jobs as a result
of a Japanese aid—funded dam project. They demanded $400 million in
compensation. The case received a considerable amount of attention in the
media, where one commentator called it “the worst problem in the history
of Japanese ODA

The Japanese government, sensing the need to bolster public support for
aid, moved toward further aid reforms. In 2002 alone, it created a number
of advisory groups and boards to examine Japanese ODA and make recom-
mendations for reforms, including the Board on Comprehensive ODA
Strategy, the Advisory Board on Organizational Reform for the Ministry of
Foreign Affairs, the Task Force on Foreign Relations for the Prime Minister,
the Second Consultative Committee on ODA Reform, and the Advisory
Group on International Cooperation for Peace. The recommendations of
these groups emphasized strengthening the transparency, accountability,
and efficiency of Japanese aid. The Liberal Democratic Party’s ODA Re-
form Working Group also produced recommendations for aid reform,
as did Keidanren.

This multitude of studies and recommendations led the government to
make a number of changes in the way it organized and managed its aid: to
draft anew ODA charter; to strengthen the evaluation function in Japanese
aid; to reshape its policies on debt relief, now providing debt cancellation
rather than using grant aid to fund debt relief; and to enhance trans-
parency and public participation. The Board on Comprehensive ODA Strat-
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egy, made up of government officials, journalists, and representatives of
NGOs, business, and other interested groups, was asked to review periodi-
cally ODA policies and country assistance strategies. The new ODA Char-
ter, issued in 2003, was a broad synthesis document, encompassing the
views of various groups inside and outside the government on the appro-
priate purposes of ODA. It emphasized the importance of Japan’s own se-
curity and prosperity in its ODA programs (advocated by business, the
Ministry of Economics, Trade and Industry, or METI, and a number of
prominent academics, but criticized by NGOs**) as well as highlighting
the importance of promoting “human security” and poverty reduction
(reflecting the views of MOFA, JICA, and the NGOs). It also embraced the
new purposes of aid—for example, addressing global problems and con-
flict management.

As in the past, however, the charter left plenty of room for interpretation
and a wide variety of activities involving Japanese ODA, so it was unclear
what real changes in ODA policies there were. The charter also promised
greater transparency in Japanese aid and increased engagement with NGOs
and its public in a more systematic fashion. Finally, the new charter an-
nounced two organizational innovations. First, MOFA would “play a central
role” in coordinating the various agencies involved in foreign aid. In fact,
this appeared to represent little change from existing arrangements—
MOFA had taken the lead in the past in coordinating Japanese aid, but its
efforts at coordination had not in the past overcome the problems of frag-
mentation in the organization of that aid. Second, JICA would become an
“independent administrative institution,” still governed by MOFA but now
implementing aid activities without MOFA's supervision. (MOFA officials
had tended in the past to try to micromanage the implementation of aid
projects.) JICA would also “assist” MOFA in the planning of aid activities,
though it was left unclear what this would mean.

As with the enhanced role of MOFA, these various changes did not sug-
gest a significant shift in the way Japanese aid was organized and managed.
(One potentially more important decision involving JICA was the appoint-
ment of Mrs. Ogata to head it. She brought considerable stature to the po-
sition and, because of that, elevated the influence of JICA inside and outside
government. For example, she, rather than MOFA officials, led Japanese
delegations to international meetings of aid donors. Whether JICA would
sustain its increased visibility and clout once she departed was question-
able.) In short, the organizational reforms announced by the government in
2003 seemed quite limited and unlikely to bring about fundamental change
in the way Japan managed its aid. Nor did they give much promise of fur-
thering the government’s efforts to align its aid policies and practices with
those of other DAC member states. The actions taken fell far short of the
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recommendations from the LDP, the advisory panel to the foreign minister,
and Keidanren that the government consider establishing a unified aid
agency.*

Thus, in the early years of the new century, Japanese aid faced a set of
challenges: it had gained the much desired “aid superpower” status for a
time based on the volume of its aid but could not maintain that position as
the largest aid donor in the face of domestic economic problems. And pol-
icy leadership among aid-giving governments still remained elusive. The
stated purposes of its aid tended to echo those of other major aid-giving gov-
ernments, as the government tried to align its aid-giving with that of major
DAC member states. However, the allocation and use of its aid continued to
focus on Asia, rely to a considerable extent on credits rather than grants,
and emphasize the creation of physical assets in recipient countries. The
2004 assessment of Japanese aid by the DAC urged the Japanese govern-
ment to “more fully mainstream poverty reduction and other cross-cutting
issues throughout its development cooperation system. . . . Past emphasis
on economic growth has not always taken full account of the poverty re-
duction dimension.”*® And it had proved difficult for the government, led by
MOFA, even after extensive study and consultation, to make significant
changes in the fragmented organization of its aid system. The reasons for
this dilemma and other particularities of Japanese aid take us into the
domestic politics of that aid.

POLITICS

I have tried to show how the purposes of Japanese aid have evolved over
time, often in relation to external challenges and especially gaiatsu. Japan’s
need for raw materials imports and export markets to ensure its prosperity
was a policy given, leading to the extensive use of aid for commercial pur-
poses. Japan’s relationship with the United States was critical to its security
and economic success, making gaiatsu from the United States a powerful in-
fluence in government policy-making, including policies involving Japan’s
foreign aid.

But they were not the only forces driving Japanese aid policies. Naiatsu—
internal pressures—also played a major role in the purposes and priorities
in Japanese aid, along with widely shared ideas and norms in Japanese soci-
ety, the nature of Japanese political institutions, and the organization of
Japan’s aid system. The domestic influences on Japan’s aid are especially im-
portant for explaining the relatively low priority put on the development
purpose of that aid and, later, the difficulties Japan has had in aligning its
development aid with that of the rest of the DAC.



JAPAN 133
Ideas

There are three major categories of ideas that directly and indirectly influ-
enced Japan’s aid. First was the tradition of a “strong state, weak society.”
Second were attitudes involving obligations of the rich to help the poor. And
third were values involving national prestige.

From its early encounters with the West, major elements in Japanese so-
ciety had collaborated to create a strong and prosperous country, free of
Western control. (The example of China in the nineteenth century, with its
weak state, unable to resist European incursions and eventually partitioned
and occupied by European powers, was a sobering illustration to Japan of
the potential consequences of state fragility.) Well before World War II, a
powerful bureaucracy guided and supported the development of a strong
economy and military—not through taking over the ownership of pro-
ductive assets or even regulating them closely, but by providing advice
and incentives for private enterprises to develop in directions preferred by
the state. After the war, the military no longer played an important role in
Japanese politics and economics, but the old tradition of a strong state soon
reappeared, embodied in a powerful bureaucracy, not very accessible or ac-
countable to the public, guiding large financial, trading, and industrial con-
glomerates. A strong bureaucracy, working closely with business, was a nat-
ural framework for managing foreign aid—one quickly adopted for that
purpose. Decisions on aid were made primarily within the Japanese bu-
reaucracy, collaborating with business interests, with a minimum of exter-
nal interference, participation, or public debate.

A corollary of the strong state was a weak civil society. In the words of
one Japanese professor, looking back on the history of his country, “From
the point of view of the Meiji state, the public good could be none other than
that which conformed with the objectives of the state.”*” The public space
in which civil society developed in other societies was usually occupied by
the state in Japan. This tradition continued in postwar Japan: “the subordi-
nation of society to the state, a prominent feature of modern Japan, has not
only remained intact, but has been taken for granted by the government and
bureaucracy, as well as the politicians and people.”*® Thus, the pattern evi-
dent in many European countries and in the United States of private indi-
viduals forming NGOs to further their goals, whether they involved service
delivery or political advocacy, did not exist in Japan during much of the
period of this study, limiting the political voice and activism of those con-
cerned with issues of development, global problems, human rights, and
other concerns so often giving rise to civil society organizations and influ-
encing the direction of aid in other countries.
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However, ideas can change, and, in the case of civil society organizations
involved in foreign aid issues, this appeared to be occurring during the
1990s, as the number of such organizations expanded and their access to
government grew. What contributed to this change? A combination of in-
ternal shocks and external pressures—the failure of government to respond
adequately to the Kobe earthquake, the scandals in various government
agencies during the 1990s that discredited the public sector (especially
MOFA), and the long recession in the Japanese economy all contributed to
dissatisfaction with the government, opening the way for the public to con-
sider alternatives to government agencies to address their problems. Addi-
tionally, there was the model of active civil societies in other developed
countries and encouragement on the part of foreign NGOs for Japanese cit-
izens to form their own NGOs and pressure on government to provide them
access and funding. The government began engaging with NGOs and pro-
viding them with support. By the end of the century, civil society organiza-
tions in Japan had become much more common and accepted in the eyes of
the public, even if the social movements they represented still remained
small. This represented a significant change in ideas, with a potentially
large eventual impact on the purposes and operation of Japanese aid.

A second set of norms, involving obligations of the rich to the poor and
the role of public charity, distinguishes Japan from Europe and North Amer-
ica vis-a-vis the fundamental rationale for foreign aid. Private philanthropy
was not the tradition in Japan that it was in other parts of the world. Nor
were there the appeals to “Christian duty” or “working-class solidarity”
with the poor to justify such obligations, as there were in a number of West-
ern countries. Traditionally in Japan, families were responsible for looking
out for the elderly and other relatives requiring assistance.*” Enterprises, es-
pecially the large ones, provided health and other family benefits for their
employees. The state provided for education. Even as late as the devastating
earthquake in Kobe in the mid-1990s, the Japanese government initially
considered that it was primarily the responsibility of individuals affected by
the quake to deal with their own needs. This does not mean that Japanese
people had no sympathy for the needy at home or abroad. Many voluntarily
agreed that a portion of the interest on their postal savings accounts should
be used to help the poor in developing countries. Japanese volunteers had
organized themselves to help Indo-Chinese refugees in Thailand at the end
of the 1970s. And the private response by Japanese to the Kobe earthquake
in 1996—in the form of donations and volunteer workers—was extraordi-
nary. But a custom of private philanthropy or the tradition of the welfare
state evident in much of Europe was weak in Japan—and thus, that intel-
lectual bridge that led easily from collecting private and public monies to
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help the needy at home to using public resources to assist the poor abroad
did not exist. As a result, there was relatively little pressure on government
officials to justify Japanese aid in moral or ethical terms. About as far as the
government would go in making the ethical case for aid was the following
statement in the 1992 ODA Charter: “Many people are still suffering from
famine and poverty in the developing countries, which constitute a great
majority among countries in the world. From a humanitarian viewpoint,
the international community can ill afford to ignore this fact.”*°

The common justifications for Japanese aid—and therefore, the implied
purposes of that aid—were focused primarily on Japanese national inter-
ests, both commercial and diplomatic, and on maintaining a significant role
and respect for Japan in the world. And this was the way most of the Japa-
nese public regarded the aid. In one 1987 poll that asked about the perceived
reasons for Japanese ODA, only one-third responded that “humanitarian
obligations” were among the rationales.”* Another poll, done in 2005, found
that in terms of Japan’s role in the world (which could be taken as a proxy
for the rationales for Japanese aid, because it was an instrument for pur-
suing the purposes listed), 49 percent of the public thought the country
should help maintain international peace; 43 percent wanted their country
to address global problems (reflecting Japan's own experience with envi-
ronmental degradation as it developed rapidly and, later, as Chinese devel-
opment led to greater pollution in Japan); and only 14 percent expressed a
concern for supporting development abroad.>? These views on aid and for-
eign policy on the part of the public help explain the lower priority accorded
to the development purpose of aid, especially during the early decades of
Japanese aid-giving.

Finally, there was the value placed on national honor and prestige. In
this, Japan was little different from most other countries, which usually
sought to project an image abroad that brought them international respect
and admiration. However, in Japan’s case, there was an additional factor:
that country’s defeat in World War II. Regaining and maintaining a re-
spected role in the international community was important to Japan, as
it was to Germany. This goal, embedded in the Japanese constitution, was
cited in Japan’s 1997 annual report on ODA: “If, as the Japanese Constitu-
tion says, “We desire to occupy an honored place in international society’
and to bring its ideals to life, and if we desire to ensure our own stability and
prosperity in this world of interdependence, we must indeed assume some
of the attendant costs on behalf of the international community as a
whole””* Undertaking a sizable aid program became a means of regaining
that “honored place” in the world. Furthermore, calling on this personal
value was a way of framing and justifying the government’s foreign policies
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and aid policies for maximum public support. For example, one of the ar-
guments used by MOFA officials against too deep a cut in Japanese ODA was
that Japan would lose its position as one of the major aid donors in the
world—a position that had brought it international esteem.

An additional consequence of ]apan’s wartime experience was its post-
war pacifism. Written into the Japanese constitution was the statement that
“Aspiring sincerely to an international peace based on justice and order, the
Japanese people forever renounce war as a sovereign right of the nation and
the threat or use of force as means of settling international disputes. . . . In
order to accomplish the aim of the preceding paragraph, land, sea, and air
forces, as well as other war potential, will never be maintained.”** This pro-
vision, which was reflected in widely accepted pacifist values in postwar
Japan, limited that country’s ability to share the military burden of the Cold
War resistance to the expansion of communist influence. Foreign aid was
eventually embraced as the substitute for Cold War burden-sharing.

Another carryover from the Second World War affected the way Japan
implemented its aid. Tokyo was especially eager to reestablish good rela-
tions with neighboring countries in Asia, and aid proved important in this
goal— part of the reason why so much aid was concentrated in that region.
As T have noted, to avoid provoking resentments in Asia toward Japan re-
sulting from World War II, the Japanese government took a low-key ap-
proach to how it managed its relations with governments receiving its aid,
long emphasizing a “recipient preference” approach and a disinclination to
link its aid overtly to policy reforms.

Institutions

T.J. Pempel, a scholar of Japanese politics, observed that “the definition and
implementation of foreign economic policy in Japan rests essentially on the
domestic political structures of the country, particularly the strength of the
state and its network of conservative support.”* These words were written
in 1978, but political realities—gaiatsu notwithstanding—changed little
during the remainder of the century to alter this observation, which applied
to foreign aid policy as well as foreign economic policies.

The basic outline of the Japanese government is the following: it is a
constitutional monarchy with a bicameral parliament, called the Diet. Elec-
tions are based on a mixed single-member constituency and proportional
representation.>® There are several political parties of the right and left,
the largest being the Liberal Democratic Party (LDP), which has ruled
singly or in coalition for nearly all of the period since 1955, making Japan a
“dominant-party state.”” The LDP itself is divided into political factions,
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based on history and prominent individuals (but without, for the most part,
ideological differences), which create intraparty alliances and coalitions to
select prime ministers and cabinet members. This arrangement produces
powerful ministers and weak prime ministers. In order to become prime
minister, “the candidate of one faction usually must establish an alliance
with other factions. After this selection is made, the formation of the cabi-
net is based more upon political balancing among the factions than on
merit. As a result, factional leaders or influential politicians who are imme-
diate subordinates or heirs to factional leaders usually preside over impor-
tant ministries. . . . Therefore, the prime minister’s cabinet is composed of
formidable colleagues including political opponents who either lead their
own factions or are senior members within those factions.”®

The weakness of prime ministers led to a fragmentation and devolution
of power within the Japanese bureaucracy. Prime ministers were reluctant
to take strong positions in pushing favored policies on reluctant ministries
(often headed by key factional leaders) or in resolving disputes among min-
istries. As a result, differences among ministries had to be coordinated, ne-
gotiated out, or simply ignored, making it difficult to impart strong policy
directions or to bring about substantial policy and, above all, organizational
changes in programs like foreign aid that adversely affect the interests of
those ministries involved in it. (The election of 2005, in which Prime Min-
ister Junichiro Koizumi won a decisive vote for reform in the face of oppo-
sition from the conservative elements within the LDP, was seen by many as
weakening the LDP factions, while strengthening the prime minister as
well as the LDP party in the Diet. At the time of this writing, it was too soon
to say whether Koizumi’s landslide was the beginning of significant change
in the nature of Japanese legislative politics.)

The Diet played a limited role in policy debates and decision-making on
aid (except in cases of scandal or major crises). Because of the predomi-
nance of the LDP, to the extent that such debates took place, they occurred
privately within the LDP itself and not in the Diet—thus in effect excluding
the public. In any case, opposition parties in the Diet have generally sup-
ported Japan’s aid. As a result, for most of the period of this study, the exis-
tence of a sizable foreign aid program was not controversial. Thus, few pol-
iticians, including those of the LDP, followed foreign aid policies or
became expert on their government’s aid activities. Additionally, there was
little regular oversight of foreign aid on the part of the Diet or challenges
to the government’s policies or purposes.®® Much of the real decision-
making in Japan took place within the powerful bureaucracy—reinforcing
the historical tendencies within Japanese politics toward a lack of trans-
parency on decision-making.
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Changes in Japan’s political institutions toward the end of the 1990s and
early years of the twenty-first century suggest that foreign aid could be in
for some real reforms in the future. Parliamentarians began to take a more
active interest in Japanese aid and in Japanese foreign policy in general. The
LDP established its own Special Committee on External Economic Assis-
tance to follow aid issues. Parliamentarians examined the ODA reforms be-
ing considered by the government in the late 1990s. According to one mem-
ber of the Diet, the government was forced to make several changes in its
new ODA charter as a result of the intervention by Diet members. The gov-
ernment was also put on notice that members of the Diet would be watch-
ing the implementation of ODA reforms and, should they be regarded as
ineffective, the Diet would consider more fundamental aid reforms, in-
cluding unifying JICA and the aid account in JBIC and locating them in
MOFA. (At the time of this writing, the government had decided on—but
had not yet implemented —a unification of JICA and the ODA lending func-
tion of JBIC. But this decision was part of a broader reorganization of the
Japanese government, not an effort to strengthen the development voice
and function within the government. If the reorganization is implemented,
however, that could be the result.)

Several factors contributed to the apparent awakening interest of par-
liamentarians in aid issues. One was public criticism of foreign aid. An
increasingly engaged public was reinforced by a gradual increase in NGO
activism on aid issues. And a younger generation of Japanese politicians
was more willing to challenge the government on policy issues than many
of the older, established members of the Diet. Finally, the scandals of the
late 1990s and an especially public one in 2002 intensified public criticism
of aid and, consequently, the concerns of parliamentarians over the way
Japanese aid was being managed.®

Interests

Initially, the principal interests competing for influence over foreign aid
were commercial and diplomatic. Development interests inside and out-
side government remained relatively weak. Commercial interests within
government were represented by METI, one of the most powerful min-
istries. Outside government, Japanese business organizations, such as Kei-
danren, supported the use of tied aid to help expand Japanese business ac-
tivities abroad. Individual enterprises, especially in the construction and
engineering fields, were heavily involved in implementing Japanese aid
projects and could make their own specific concerns known in direct con-
tacts with members of the Diet and bureaucracy. However, Japanese busi-
ness interests did not control Japanese aid. Clearly, decision-making on aid
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rested with the bureaucracy, and when it was no longer deemed necessary
to apply aid to expanding Japan’s export markets, the government turned its
aid to serve its diplomatic purposes more directly—above all, managing
its relations with the United States.

The engagement of business interests in Japanese aid diminished after
the government began to untie its aid in the 1980s—businesses felt they
had fewer opportunities to win aid contracts. According to Japanese
officials, the influence of METI on aid within the government (specifically,
involving the allocation of aid from JBIC) also diminished. Business inter-
ests in aid, however, reemerged during the 199os. With the long recession
in Japan, organizations like Keidanren began to press for a greater Japanese
“national interest” component in Japanese aid —meaning a greater focus on
implementing aid projects through Japanese firms. Japanese business had
some success in this effort, as a portion of the aid provided to Asian govern-
ments during the Asian financial crisis was tied to Japanese exports. But
even this success was a temporary one, tied only to the special aid fund set
up to address the crisis. The long-term prospects for business influence over
the allocation of Japanese aid appeared limited by the beginning of the
twenty-first century.

The Ministry of Finance —described by one observer as “at the apex of
the Japanese bureaucracy”®'—played a role in aid decisions, primarily on
the overall amount of Japanese aid. It had responsibility for Japan’s partici-
pation in international financial institutions and managed the government
budget; and it was one of the ministries governing aid from JBIC. It focused
most on the volume of expenditures and the terms of Japanese aid. Its hard-
headed goals (like almost all ministries of finance) were to limit overall
spending, to favor loans rather than grants in foreign transfers, and to re-
sist debt relief. It drove the decrease in Japanese aid at the beginning of the
twenty-first century (in the face of resistance from MOFA) as part of the
government’s program of economic reform.

Diplomatic interests were promoted by the Ministry of Foreign Affairs.
As with all such ministries, one of MOFA’s main responsibilities was man-
aging Japanese relations with other governments and international organi-
zations. Foreign aid was a useful tool in these relationships, both indirectly
through managing its relationships with the United States and directly with
countries of strategic and economic importance to Japan, especially in East
Asia. And because Japan’s aid agencies had little role in policy-making,
MOFA became the principal external representative of Japan’s aid programs
and the main conduit within the Japanese government for the views and
pressures from other governments and from international organizations
on aid issues. With the untying of Japan’s aid and the subsequent decrease
in METT’s active role in aid decisions, together with the reforms of 2003,
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MOFA appeared to have become the most important ministry shaping
Japan’s aid. But this role had its complications. MOFA officials typically had
little expertise in the development business and were, therefore, ill-
positioned to drive a fundamental shift in the way Japan managed and used
its aid away from infrastructure and toward institution building. And
MOFA’s influence weakened —especially with regard to decisions on the
overall amount of Japan’s aid—with several scandals associated with it and
ensuing public criticism.

Within the Japanese government, the voices for development interests
other than MOFA were relatively weak. The two agencies responsible for
implementing Japanese aid—OECF/JBIC and JICA—which might have
been advocates of development, had little say in the internal politics of Japa-
nese aid because of their status as subcabinet, implementing agencies gov-
erned by ministries. Further, in the case of JICA, its leadership was often
borrowed from MOFA, thus preventing inside professionals from rising to
the highest leadership levels of the agency. The weakness of the internal
voice for development within the Japanese government was paralleled by
the weak external constituency for development—the group of NGOs
working on relief and development. Toward the end of the 1990s, this ex-
ternal voice grew stronger as NGOs began to develop other points of access
to the Japanese political system, working with the media to get their ideas
out and beginning to work with members of the Diet. Their public image
had become positive enough that members of the Diet had begun to seek
their support as part of their electoral campaigns.

One NGO leader told me that, of course, they could not endorse any
candidate for parliament. But what they did do was send a questionnaire to
all candidates on issues of importance to NGOs and then compile and pub-
lish the answers they received—a form of reverse pressure on aspiring pol-
iticians. NGOs had also begun to lobby Diet members on issues of impor-
tance to them—a fact that was confirmed in my interview with a senior
Diet member.

Undoubtedly the most important achievement of the NGOs during the
1990s and early years of the new century was gaining a measure of access to
government agencies involved with Japanese aid. This change could well
lead to a greater voice for development and related purposes in Japanese aid
in the twenty-first century, especially as NGOs learn to combine their tac-
tics with the media and Diet with their access to the bureaucracy and the
public. The one concern regarding the future influence of NGOs in Japan
related to me by a number of NGO leaders was financing. They were highly
reliant on government funding, which, if that did not change, could limit
their ability to use their voices in Japanese aid politics, especially where they
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disagreed with government policies. They required a new tax law to ease
their ability to seek private contributions and then a strategy for generating
such contributions. This would be a challenge in a society where private giv-
ing was still novel.

Organization

A major impediment to fundamental change in Japanese aid was the way it
was organized. Japanese aid was fragmented in several important ways.
Policy was divided from implementation. For JICA, MOFA determined
policy (with, according to officials, informal consultations between the
two agencies). MOFA, MOF, and METI—all with rather different institu-
tional interests—participated in policy and lending decisions that JBIC
then carried out. This divorce between policy and implementation posed
challenges to the government in its efforts to align and professionalize its
aid operations. Those making key decisions on aid policies and allocations
lacked development knowledge and experience, and those with such
knowledge did not make key decisions. This arrangement also separated
responsibility from accountability—a poor recipe for coherent, effective
aid. Further, implementation was divided too, with JBIC managing loans,
JICA managing grant-based technical assistance, and MOFA taking care
of another set of grants. Numerous other government agencies had their
own small aid programs. Not surprisingly, the challenges of coordination
between these agencies were substantial, and it is not yet clear that the
reforms of the twenty-first century—involving the creation of a variety of
intragovernmental coordinating mechanisms— can resolve them.
Exacerbating those challenges, the two aid agencies differed in their ap-
proach to development. JBIC focused on economic growth as the central
goal of Japanese ODA, with an emphasis on funding infrastructure as a
means of achieving that end, while JICA had a greater focus on poverty re-
duction and aid’s newer purposes, including conflict management and
global issues. (An outside observer can even sense something of a cultural
difference between these two organizations, both in the way their officials
discuss development and the way they talk about one another.) In short, the
organization of Japanese aid, within the broader context of Japan’s political
institutions, has acted as an impediment to fundamental change in that aid.
The reforms of the early years of the new century— giving JICA greater in-
stitutional independence from MOFA, giving MOFA the lead inside gov-
ernment in coordinating Japanese aid, revising the ODA charter, increasing
the transparency of Japanese aid-giving—are all laudable, but none appears
sufficient to bring about major change in the way Japan manages its aid or
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its ability to align with DAC practices. If JICA and parts of JBIC are com-
bined, however, this change —together with others seemingly underway in-
volving NGOs, the breakup of LDP factions, and the expanding role of the
LDP generally in aid issues—could produce a major shift in the purposes
and development uses of Japan’s aid and an increased alignment of that aid
with the rest of the DAC.
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France: Rank et Rayonnement

French aid has been among the most diplomatically motivated aid from any
major aid-giving government. Its allocation by country, often its use, and its
organization all reflect the role aid has played in France’s postcolonial for-
eign policy, especially in sub-Saharan Africa. But the deepening economic
and political crises of that region and the apparent failure of French policies
there (including its aid policies) provoked a rising critique of that aid from
within France, above all from the younger generation of France’s political
class. In 1998 the French government implemented a major reorganization
of its fragmented and opaque aid system to reorient its use from an instru-
ment of France’s postcolonial policies of maintaining a sphere of influence
and cultural presence in its former territories in Africa and elsewhere to a
more development-oriented aid program, with greater transparency and
coherence and better alignment with DAC norms and practices. While am-
bitious in intent, the reforms appeared in many ways to be only partial steps
in the intended direction of change and may prove inadequate to achieve
the government’s stated goals. Whether France’s aid in the twenty-first cen-
tury would look substantially different from its aid in the twentieth century
was at the time of this writing still uncertain.

A HISTORICAL PROFILE OF FRENCH AID

The four periods in the evolution of French aid over the second half of the
twentieth century include its origins from 1950 to the mid-1960s, when
French aid emerged from previous colonial transfers; its consolidation from
the mid-1960s to 1990, during which time French aid increased dramati-
cally; a period of criticism and reform, from the beginning of the 1990s to
the end of the decade, when French aid first continued to rise and then
dropped dramatically; and at the beginning of the new millennium, an era
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FIG. 5.1. TOTAL FRENCH AID (NET)
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of reform and increase in French aid-giving. Figure 5.1 shows the changes in
the overall level of French aid during the period of this study.

The Origins and Establishment of French Aid

French aid grew out of that country’s colonial experience, especially in sub-
Saharan Africa. As with other European colonial powers, France’s early poli-
cies toward its colonies were based on the assumption that they would fi-
nance their economic advancement through revenues from their exports of
raw materials, through taxation, and through private investment. This pol-
icy of “self-sufficiency” started to change in the 1920s, as various colonial
administrators began to finance basic services. But the Depression and Sec-
ond World War intervened and few such expenditures were undertaken.!

An important change in French thinking took place after World War 11,
with the creation of the Fourth Republic in 1947. This republic encom-
passed the “French Union,” which included colonies in Indochina, the Ca-
ribbean, and Africa. Echoing assimilationist sentiments evident in French
colonial policies in the nineteenth century, the inhabitants of these
colonies were made citizens of France, with the right to vote in French elec-
tions (though suffrage was restricted to educated elites in the colonial terri-
tories) and to send representatives to the French parliament. The logical
implication of political equality was to move toward economic equality, in-
cluding, eventually, equal access to public services and comparable levels of
development in all parts of the Union. Thus, with the extension of the po-
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litical boundaries of the French state to include its overseas territories,
government ministries began to undertake activities in those territories in
their respective fields of responsibility—for example, education, health,
and agriculture. Additionally, a number of semiautonomous government
agencies were established to provide technical assistance and undertake
research on pressing problems of health and agricultural production in the
tropics, where most of France’s colonies were located. The government also
set up several funds aimed specifically at financing development plans in
its territories: one, FIDES (Fonds d’Investissements pour le Développe-
ment Economique et Social) would finance development plans in “Over-
seas Territories”—most of France’s colonies. A parallel fund —Fonds d’Inves-
tissements des Departments d’Outre-mer, or FIDOM, was set up to provide
financing to France’s overseas departments (Martinique, Guadeloupe,
French Guiana, and Reunion). The Ministry for Overseas France oversaw
the management of these two funds. The Caisse Centrale de la France
d’Outre-mer implemented the programs and delivered the checks. Thus, a
whole complex of economic ties, involving a wide variety of government
agencies, ministries, and semi-independent institutions grew up in the
postwar period to sustain the development of “overseas France,” with rela-
tively little central direction in what was, ironically, a highly centralized
state. These organizations were the precursors of France’s foreign aid bu-
reaucracy.

Neither the Fourth Republic nor the French Union proved durable. In
the 1950s France’s territories in Indochina opted for independence (after
defeating the French at Dien Bien Phu in 1954) as did Morocco and Tunisia.
Algerians also demanded independence, but the large number of French
settlers there created a powerful lobby against separating Algeria from
France. A prolonged and bloody war broke out in 1954 that threatened to
bring France itself to the brink of political chaos. In 1958, after several years
of retirement, former Prime Minister Charles de Gaulle was called back
to government to deal with the crisis, rewrite the constitution for a Fifth
Republic, and become France’s president. The new constitution created a
“hybrid” government—a combination of a presidential system (with the
president elected by the entire country and having responsibility for broad
national policy directions as well as for foreign affairs and defense) and a
parliamentary system with the prime minister and cabinet drawn from the
legislature, responsible for managing day-to-day operations of the govern-
ment.

The new constitution also discarded the idea of a French Union and in-
stead created a French Community in which France’s remaining colonies—
mainly in Africa—would be “departments” of France with a degree of indi-
vidual autonomy (but with foreign and defense affairs still being handled by
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Paris). The reason for this change was captured well by Teresa Hayter: “The
contradictions in assimilation became increasingly clear; if France really
did treat Africans as equal members of one great community, and gave them
the weight in French politics which their numbers deserved, France would
become, as Herroit had warned, ‘a colony of its colonies.”? And that, it did
not want.

In 1958 eligible Africans in France’s colonies were asked to vote on the
new constitution. A “no” would mean that they would be opting for in-
dependence and a complete separation from France. And independence
would include no further assistance from Paris, as President de Gaulle made
clear: “one cannot conceive of an independent territory and a France con-
tinuing to help it.”* Only one territory voted no— Guinea. Guinea became
independent, but the French promptly cut all assistance and left the coun-
try—taking even the light bulbs, according to some reports.

But within two years, France’s fourteen other African territories de-
manded and received their independence. And in their cases, French aid,
along with numerous other ties, continued and increased. The French gov-
ernment really had no choice if it wished to ensure a smooth transition
to independence and political stability in these poor and underdeveloped
countries and to maintain its influence there, given the readiness of other
governments, above all the United States, to provide aid (and, potentially,
to replace French influence —at least, this is what some French officials
feared). And so, French aid to its former African territories rose rapidly, as
France quickly became an important aid-giving country. It also undertook
sizable aid programs in its other former protectorates and colonies in North
Africa, the Caribbean, Asia, and Oceania.

The fourteen newly independent francophone countries of sub-Saharan
Africa* carried a surprising importance for Paris. Many of them were quite
small and impoverished, but they served as the essential core of a sphere of
influence for France, which aspired to a place in the front rank of world
powers that would have been difficult to claim solely on the basis of its own
size, affluence, and military strength.® French politicians are often quoted
as having worried that “Without Africa, France would become a power of
the third rank.”® Additionally, the French aspiration to “shine” (besoin de
rayonnement) through the spread of its language, its values, and its culture
was deeply felt, and its fourteen former African colonies—where French
continued to be the national language —were symbols of a realization of
this aspiration.

These diplomatic and cultural purposes of France in Africa were supple-
mented by commercial interests. The French government was concerned to
obtain reliable access to oil and later to uranium for its nuclear weapons and
energy needs. Both of these resources were found in its former African ter-
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ritories. French construction companies and manufacturers were inter-
ested in benefiting from aid expenditures on infrastructure and exports.
French entrepreneurs had invested in the production of raw materials in
Africa—cacao, coffee, cotton, minerals—to sell to France, and others ex-
ported French processed goods and manufactures back to these former col-
onies. French commercial interests in Africa became a domestic constit-
uency for continuing French involvement in West and Central Africa, for
concessional commercial arrangements, and for aid to these regions. Pro-
moting development in the countries receiving its aid was a further purpose
of French aid and the motivation of many of France’s experts, advisors, and
officials managing their government’s assistance. These experts and offi-
cials tended to think of development in terms of economic growth, planned
and led by the state, much as it had been in France. However, at the senior
levels of the French government, development tended to be a secondary
purpose for France’s aid and a means to the diplomatic end of promoting po-
litical stability and maintaining France’s influence in its former territories.

This set of priorities—diplomatic, cultural, commercial, and develop-
mental —was reflected in the allocation and use of French aid. In 1966,
for example, nearly all of France’s bilateral aid went to its former territo-
ries. (Of $588 million in bilateral aid allocated to specific countries, only
$18 million was shown to be provided to countries not associated with
France’s former colonial empire or to the francophone countries Rwanda
and Burundi. These other recipients were two Latin American countries
and Turkey.”) The largest single recipient of French aid that year was Alge-
ria. Other better-off countries, like oil-rich Gabon or the relatively pros-
perous Cote d’Ivoire, received sizable amounts of aid along with desper-
ately poor countries like Chad, Burkina Faso, and Niger. French aid in its
former territories in sub-Saharan Africa at that time typically amounted to
anywhere from 8o percent to go percent of those countries’ total aid in-
flows, ensuring that France remained their predominant external partner.
The importance of aid as an instrument of postcolonial diplomacy led
France to become the second largest aid donor in the mid-1960s, after the
United States.

The uses of French aid reflected the importance ascribed to consolidat-
ing the use of the French language. A substantial portion of the aid was used
to finance cooperants—French citizens who taught in the schools (in
French) and provided advice to the government. There were nearly forty
thousand cooperants in 1965.2 In 1971 (when detailed data on the sectoral al-
location of aid is available) just over half of France’s bilateral aid went to ed-
ucation. Program assistance (primarily budgetary support and calculated
separately from sectoral aid) was the next largest expenditure after educa-
tion. Assistance to agriculture (emphasizing the development of exports
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like cotton and fish), communications infrastructure, and food also bulked
large in France’s bilateral aid —all suggesting a mix of purposes.

In 1965 French aid had an 8o percent grant element—quite conces-
sional by DAC standards at that time. Over half of France’s bilateral aid was
used to fund technical assistance — primarily the cooperants mentioned. (At
this time, the DAC average for technical assistance was only 20 percent. ) Fi-
nally, France provided a relatively small amount of its total aid —only 7 per-
cent—to multilateral institutions, reflecting the strong diplomatic impulse
behind its aid, which was best realized through bilateral rather than multi-
lateral channels. (In any case, the World Bank and other international de-
velopment organizations were, in the eyes of French officialdom, too much
under the thumb of “les anglo-saxones” and, therefore, not organizations
France was eager to support.)

French aid to its former African territories was part of a dense network
of relationships set up in the wake of independence —monetary unions
among most of France’s former territories in West and Central Africa, with
the Communauté financiére africaine, or CFA, franc as their common cur-
rency, backed by the French franc; preferential and protected trade rela-
tions (with higher than world market prices for many African exports); de-
fense agreements and military cooperation; and a set of close personal and
political relationships between French and African political elites—all
emerging out of the colonial period and important for France to maintain
its sphere of influence in what came to be called les pays du champ (often
translated as “ambit” or “concentration” countries).

Organizing French Aid

France’s aid organization, emerging from the colonial period with the added
gloss of the government’s postcolonial diplomacy, was the most complex,
fragmented, and opaque of any aid donor. I will begin at the top of the
French government. Diplomatic relations with the fourteen African states
were sufficiently important to France that in 1959 President de Gaulle cre-
ated a General Secretariat for the African and Malagasy States in the office
of the presidency (often called the “cellule,” or cell) to manage those rela-
tions and named Jacques Foccart to head it. Foccart had long been associ-
ated with the president, especially in the area of intelligence gathering and
covert action (including in Algeria during the bloody war there). His task
was to protect political stability and France’s influence in France’s former
African territories. To do so, he created networks of information sources in
Africa and personal relationships with the heads of state and other promi-
nent elites in the region: “For them [African leaders], Foccart is not only the
only access sure and direct to the General [de Gaulle], but also the only per-
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son capable of solving all their problems, whether political or personal or
family. . . . With him, they feel at home in France and treated as friends.”

Foreign aid was one of the lubricants of this network. The source of a por-
tion of that aid was the Ministry of Cooperation which was established in
1961 (replacing the old Ministry of Colonies). It was responsible for techni-
cal assistance and grant aid (including budget subsidies) only to the pays du
champ, giving the Africans in effect their own aid ministry.'° The ministry’s
funds were channeled through the Fonds d’aide et de cooperation (FAC)
(replacing the old Fonds d’Investissements pour le Développement
Economique et Social, or FIDES, of the colonial period) to be paid out by the
Caisse Centrale de Coopération Economique (CCCE).

The CCCE was a semiautonomous agency, reporting to the Ministry of
Economy, Finance and Industry, the Ministry of External Affairs, the Min-
istry of Cooperation, and the Ministry of State for Overseas Departments
and Territories (known as DOM/TOM). The CCCE implemented aid ex-
penditures and activities for these ministries in addition to disbursing some
aid loans of its own to countries not among the pays du champ (which were
called pays hors champ — or outside the “ambit” countries). The CCCE grew
out of the Caisse Centrale de la France d’Outre-mer which had evolved from
Caisse Centrale de la France Libre, set up in London in 1941 to manage funds
(many from the colonies) for the Free French movement.

The Ministry of External Affairs had its own aid program. This program
provided technical assistance to the pays hors champ, assistance for cultural
exchanges, and French contributions to UN development agencies. The
Ministry of Economy, Finance and Industry provided loans to governments
outside of the purview of the Ministry of Cooperation as well as transfers
to members of the CFA franc zone in deficit. It managed French contribu-
tions to the international financial institutions and food aid. The Ministry
of State for Overseas Departments and Territories provided aid to France’s
overseas departments and territories that were not independent countries.
(Some of this assistance was counted as official development assistance by
DAC and some was not.) The Ministry of Research provided aid to a variety
of research endeavors relevant to developing countries, for example, in
agriculture and health. The Ministry of Education provided its own aid to
education.

In total, there were twenty-five ministries and forty institutes and semi-
public agencies active in providing advice, research, and aid funding in de-
veloping countries. The organization chart in figure 5.2 attempts to capture
the complexity and fragmentation of this system.

This system was divided by type of recipient, by type of aid (grant ver-
sus loan), by policy and implementation, by sectoral focus, and by function
(policy, implementation, expenditure). Within this aid system, there was
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FIG. 5.2. THE ORGANIZATION OF FRENCH AID, 1965
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no central focal point for aid policy-making, leadership, and coordination.
There were no white papers or major policy statements setting out the
main goals and strategies guiding France’s aid. There was no process for co-
ordinating the aid within the government to ensure coherence. Nor was
there a country programming process, increasingly adopted by other aid-
giving governments—French aid was (in theory at least) “request based,”
with ideas for projects coming from the recipients themselves and dis-
cussed periodically with the French government in joint commissions.
There was little in the way of evaluation of aid’s effectiveness. No sane per-
son would have designed such a system. Rather, it grew out of France’s co-
lonial and organizational arrangements, which were not revised once the
colonies had gained their independence.

Consolidation

The period from the mid-1960s to the beginning of the 1990s showed con-
siderable continuity in the purposes of French aid. Diplomatic purposes re-
mained paramount in country allocations, with one-third of bilateral aid
concentrated in sub-Saharan Africa— over half in its former colonies there,
where France remained by far the predominant donor, providing between
one-half and two-thirds of total aid to most of these countries. Nearly all of
the largest recipients of France’s aid outside of Africa were also former
colonies, the exceptions being Egypt, Indonesia, and Thailand. During the
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1980s, the proportion of French aid to multilateral organizations had aver-
aged around 25 percent, with over half of that aid going to the European
Union aid program.

Technical assistance continued to play an important role in French aid,
representing 40 percent of bilateral aid expenditures in 1990, making
France the largest donor of technical assistance among DAC governments.
The aid was used to fund 12,600 cooperants—fewer than in 1965 but still a
very large number. French assistance continued to be concentrated in edu-
cation—in 1990, nearly 25 percent of its bilateral aid funded activities in
that sector (primarily in secondary and tertiary education), the highest of
any aid donor. One thing new to French aid in 1990 was a rising proportion
devoted to debt relief—5 percent in 1990—making France the second most
generous donor of debt relief after the United States. This was the conse-
quence of the fact that a large portion of French aid in the past, especially
that managed by the Caisse Centrale, had been provided in the form of con-
cessional loans that governments, especially in Africa, found it difficult to
repay.'t

At the beginning of the 1990s, a relatively high proportion of France’s bi-
lateral aid (over 50 percent) remained tied or partially tied to the purchase
of French goods and services—and this percentage had also increased dur-
ing the previous ten years as the French government sought to “associate as
many partners as possible (especially from the private sector) with the im-
plementation of the aid programme.”* Finally, France channeled the small-
est portion of its aid of any donor (0.4 percent of ODA in 2003, compared
to an average for all DAC members of 2 percent) through NGOs. These or-
ganizations were active in France, but the government did not use them for
implementing its aid activities, which continued to involve government-to-
government relationships primarily. French NGOs enjoyed little systematic
access to the government on aid issues, and while a number criticized
French aid, they had little apparent impact on its operation.

Perhaps the most interesting aspect of French aid during the years from
the early 1960s to the mid-1990s was the ongoing discussion within France
on the organization of its aid and, by implication, on the purposes of that
aid. This discussion reflected the recommendations from most experts and
critics of France’s aid that it be “normalized.” By “normalized,” critics usu-
ally meant two things: that the diplomatic focus of French aid be dimin-
ished in favor of a greater development focus (meaning less use of aid to
support political and personal relationships with African heads of state);
and that the aid be provided to other regions and countries with greater in-
ternational political weight, commercial importance to France, and devel-
opmental potential.

This discussion really commenced back in 1963, when most French
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colonies and territories had gained their independence and the Algerian
war was over. It was an opportune moment to reflect on what French aid
should look like in a postcolonial world. Some questions had already been
raised by critics of French aid about its high cost and the need for increased
government expenditures to address domestic problems. Thus, the govern-
ment decided to commission a report on the future purposes and organi-
zation of French aid. The resulting “Jeanneney Report” (after Jean-Marcel
Jeanneney, the chair of the commission preparing it) began by justifying
French aid on ethical grounds: “The first reason, sufficient in itself, for
a French policy of cooperation with the Third World is the feeling which
France has of her duties towards humanity.”** The second reason under-
lying French aid was that “France has always experienced the need to act
beyond her own frontiers. . . . France desires more than any other nation
to disseminate her language and culture”* The report, which, it should be
remembered, was not an official statement of government policy but rather
the views of a commission, went on to mention diplomatic and commercial
advantages for France of its aid.

The recommendations of the report were interesting, as they implied
a radical break with policies at that time. They urged that French aid no
longer be so heavily concentrated in Africa (though that region should re-
main a priority) but that, as the amount of aid increased, it should be dis-
tributed elsewhere in the developing world; that France should not remain
so predominant a source of aid for African countries; that a greater share of
French aid be channeled to multilateral institutions; that French technical
advisors be replaced more rapidly by nationals in its former colonies and
territories; that less financing be directed to infrastructure and more to pro-
ductive activities; and (in a part of the report not published but eventually
leaked) that aid functions should be combined and merged into the Min-
istry of External Affairs.

The report provoked a discussion of the purposes of French aid in the
public domain, but its recommendations were largely ignored by the gov-
ernment. In 1966 President de Gaulle merged the Ministry of Cooperation
into the Ministry of External Affairs, but this move involved more political
packaging than substantive change, because the old ministry retained its
own independent budget, its staff, its responsibilities for the same states,
and much of its autonomy despite its new bureaucratic location. Thus, this
apparent organizational change, made for reasons involving politics and
personnel, did not really mark a break with the policies or orientations of
the past.

In 1971 the French government commissioned another major report on
its aid program and organization. This report by the Comite d’Etude de la Poli-
tique de Coopération de la France avec les Pays en Voie de Développement, called



FRANCE 153

the “Gorse Report,” made many of the same criticisms of French aid as the
Jeanneney Report, including its excessive concentration in francophone
Africa, its emphasis on education, and its lack of a coherent organization
within the French government that led to ad hoc activities abroad with
too little effectiveness.'® As with the Jeanneney Report, the Gorse Report
produced no significant changes in the allocation, use, or organization of
France’s aid programs.

After becoming president in 1974, Giscard d’Estaing detached the Secre-
tariat of State for Cooperation from the Ministry of External Affairs to re-
create a Ministry of Cooperation, underlining the importance he gave to
relations with France’s former colonies in Africa. In 1981, when Francois
Mitterand became president, he appointed Jean-Pierre Cot as minister of
cooperation. Cot attempted to move in a new direction—to “international-
ize” the Ministry of Cooperation, dropping its exclusive focus on pays du
champ and putting greater emphasis on human rights and development in
the activities of the Ministry. His ideas provoked considerable criticism and
resistance on the part of African heads of state who stood to lose their spe-
cial access and treatment with regard to French aid and other attentions
with Cot’s reforms. Their influence in Paris was significant when they ex-
erted themselves. As a result of their pressures and other tensions within
the French government, Cot was eventually dismissed as minister. His re-
forms regarding the geographical scope of the ministry were reversed in
1986 with the focus of the ministry again on pays du champ.*® Cot’s efforts to
reorient French aid failed, just as earlier suggestions to reorient that aid
failed—the diplomatic purposes and political forces shaping aid were
strong and well entrenched in the organization and orientation of the
French government.

History repeated itself yet again in 1990, with another government-
commissioned report—the “Hessel Report” on French cooperation.”” Like
its predecessors, this report recommended that France drop the special
focus on francophone African countries, that it channel more of its aid
through multilateral institutions, and that it create within the government
a “high council for cooperation,” made up of representatives of civil society
and parliament to advise the government on foreign aid. This report was
also buried and its recommendations set aside. Indeed, one expert on
French aid lists forty “more or less official” reports between 1960 and 2003
that criticized the allocation, use, organization, and effectiveness of French
aid—most with similar messages and with similar results.'®

Why did repeated French governments ignore the recommendations of
these many reports, even though the organizational disarray in French aid
was clear for all to see, along with the deepening economic crises and au-
thoritarian (and often corrupt) rule in many of France’s favored aid recipi-
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ents? The answer is that a portion of the French political class had devel-
oped vested interests in the existing purposes and organization of French
aid. In addition to maintaining a sphere of influence and of cultural rayon-
nement with the aid, some of them had developed more concrete and less sa-
vory stakes in the close relationships and generous aid transfers to African
governments.

There were frequent stories of sweetheart deals for French businesses
in Africa (e.g., overdesigned and overpriced, aid-financed infrastructure,
or monopoly control of certain imports and manufacturing in particular
countries). And there were the special political ties: the heads of state of a
number of African countries often contributed to French presidential elec-
toral campaigns. Senior French political party officials would make a swing
through these countries before an election to collect such support. Down-
grading France’s special relationships with African leaders could endanger
a French politician’s future political and financial support. Further, ex-
posés by French journalists and writers suggested that argent noir (“black
money,” or corrupt payments) was transferred from certain French com-
panies, like the giant oil company ELF, or even from the French govern-
ment itself to African leaders and that these payments appear to have in
part financed the contributions of African leaders back to French politi-
cians. Other corrupt practices also became well known. For example, Jean-
Christophe Mitterand, the son of President Mitterand (whom the presi-
dent appointed as his African advisor), came to be known as Papamadi
(from “Papa m’a dit,” or “Father told me”) as a result of his influence ped-
dling and reputed deals in Africa involving arms sales, secret financing,
and a variety of shady activities.’” The close relationships and informal net-
work of influence between French elites of both major political parties and
African politicians and their clients (which came to be called Frangafrique)
provided a powerful constituency for continuity both in the purposes and
organization of France’s aid.?

Transition

The decade of the 1990s was a period of significant change in French aid.
The beginning of the 1990s marked a period of rising public criticism of that
aid. For example, an article in the influential journal Le Monde in 1990, by
one “Victor Chesnault” (believed to be a pseudonym of a senior government
official), argued that French aid to Africa had been “recycled, privatized,
even transferred outside the country by its (African) elites, whose personal
fortunes are greater than the debt of their countries. . . . But we (France)
are largely responsible for this disaster. We have financed the worst caprices
of our African presidents for short-term goals of having them in our
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pocket. . . . our aid has arrived at an ultimate point of perversion: it main-
tains in place crumbling powers and parasitical structures whose continu-
ance is the greatest obstacle to development.”*

Several widely read books on French aid published in the early 1990s
made many of the same arguments. One, by Serge Michailof, a mission
director for the Caisse Frangaise de Développement (CFD — this was the old
CCCE renamed), urged that French aid “drop the logic of entitlements;
limit the value of ‘political gifts’; avoid projects involving public adminis-
tration; stop supporting ineffective state-owned enterprises; systematize
audits; redeploy aid geographically; and be more selective in terms of aid re-
cipients.”?? Such criticisms continued in the press and in books and articles
published on French aid during much of the rest of the decade, reflecting a
growing view among an element of France’s political elites and by the pub-
lic that a good part of their government’s aid had been wasted in Africa over
many years and that fundamental reforms were needed. Indeed, the criti-
cisms of French aid began to overshadow the positive contributions of that
aid to development in Africa and elsewhere —the young people educated,
the infrastructure built, the research undertaken.?® Nevertheless, in the
early 1990s, the government showed no sign of making policy or organiza-
tional changes.*

Events abroad, however, began to move the government toward reform.
The end of the Cold War diminished the importance of Africa in world
affairs and, eventually, in French foreign policy as well. Problems in the
CFA franc zone created additional pressure for change. Over the years,
the CFA franc became increasingly overvalued. The French treasury had to
spend more and more money to sustain its value internationally, in effect,
financing the balance of payments gaps of African countries. Some specu-
lation put the cost of this subsidy (which was not revealed by the govern-
ment) at $1 billion per year at the beginning of the decade. African leaders
and a number of France’s political elites resisted devaluing the CFA franc,
arguing that it would disrupt African economies and be seen as a signal of a
lessening commitment on the part of France to the region. The overvalued
CFA franc also benefited African elites, making the costs of their visits
abroad and imports relatively cheap, and these benefits likely strengthened
their opposition to a devaluation.

As a first step to address the cost of the CFA franc to its treasury, the
French government in 1993 announced that, henceforth, balance of pay-
ments support from Paris would be conditioned on an IMF-approved eco-
nomic reform program. This was an effort to encourage their African aid
recipients to implement reforms to reduce the gaps in their external pay-
ments. But it was not enough to stop the drain on French resources from the
overvalued CFA franc.
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It was only after the death in 1993 of Félix Houphouét-Boigny of the Ivory
Coast—the African president with the greatest personal influence in Paris—
that the French government overrode the objections of the Africans and
French politicians who opposed changing the value of the CFA franc and in
1994 implemented a 50 percent devaluation. This change was driven by
Prime Minister Edouard Balladur, whose right-wing party, the Rassamble-
ment pour le Republique, together with the Union for France and several
other conservative parties, had won the legislative elections. Balladur was
known to be a technocrat and not part of the old Frangafrique network. The
devaluation permitted the French government to reduce its aid transfers to
Africa, some of which had been associated with supporting the CFA franc’s
value. It also signaled the limits on French generosity to the region and the
beginnings of a “normalization” of its relationships with francophone Afri-
can countries.

Yet another signal of the beginnings of change in France’s African poli-
cies was the statement by President Mitterand at the French-African Sum-
mit in 1990 at La Baule, France, that his government would henceforth take
into account in its aid the commitment of recipient governments to de-
mocracy. This was a response to the demands sweeping African countries
for multiparty elections after decades of single-party or military-led author-
itarian regimes. The first major breakthrough toward multiparty elections
occurred in Benin in 1990, with its “national conference,” made up of rep-
resentatives of a variety interests in Beninese society, which claimed sover-
eignty, rewrote the constitution, and demanded elections. The president of
Benin, Mathieu Kerekou, reluctantly agreed to these demands, and, before
long, other francophone African governments were calling for their own
“national conferences.” Mitterand’s statement at La Baule represented an
effort on the part of the French government to support the aspirations of the
Africans for democracy and improved human rights. However, French poli-
cies did not immediately shift to reflect the statement at La Baule. Indeed,
France continued to support dictators with its aid and French politicians
continued to collect contributions to their political campaigns from those
same dictators. But even if Mitterand’s statement did not signal an imme-
diate and significant change in France’s aid policies, it did open the space for
the government later to incorporate concerns about democracy into its aid-
giving policies. There were signs by the end of the decade that France was
beginning to do so by substantially reducing its aid to some of the worst
autocrats and human rights offenders, such as President Gnanssingbé
Eyadéma of Togo.”

Another change was quietly taking place in French aid, not much noted
in the literature —the falling portion of aid managed by the Ministry of Co-
operation. This Ministry handled approximately half of France’s bilateral
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aid in 1986.%° By 1992 that portion dropped to 17 percent. The Ministry of
Economy, Finance and Industry had always played an important role in
French bilateral aid, but during the late 1980s and 1990s that role increased
greatly. The Ministry of Economy, Finance and Industry’s share of bilateral
aid rose from approximately 6 percent to 38 percent during the same pe-
riod. Part of what was driving the rise in the Ministry of Economy’s aid was
the increasing transfers associated with the severe balance of payments
problems of African countries, but this shift continued even after the deval-
uation of the CFA franc reduced those transfers. It was also the result of the
increase in aid to the European Union and increased debt relief—both man-
aged by the Ministry of Economy, Finance and Industry. These changes
combined with a decrease in the number of cooperants (whose services were
less needed as African countries produced their own teachers and trained
professionals) and a decrease in aid for structural adjustment, both funded
by the Ministry of Cooperation.

The end of the Cold War coincided with a dramatic decline in the over-
all volume of France’s aid. That aid had reached a high point in 1995 of $9.2
billion. Beginning in 1996, French aid began to drop rapidly, falling by
nearly half to $5.5 billion in 2001.% Factors contributing to this decline in-
cluded the need for the government to cut its overall budget to accommo-
date its deficit to the 3 percent of GNP ceiling associated with the Maas-
tricht Accord, in preparation for monetary union within the European
Union. And the end of the Cold War eroded the value of a sphere of in-
fluence in Africa and the willingness of French politicians to exert them-
selves to protect aid levels in the face of pressures to cut the overall govern-
ment budget.

Reform and Revival in French Aid

With all these changes and with mounting criticisms of French aid at
home, the government began in the mid-1990s to consider ways of mak-
ing its aid more effective, more transparent, more coherent, and more le-
gitimate in the eyes of its citizens—in short, to make it a more profession-
alized instrument of development. One idea, long pressed by ministers of
external affairs, was to fold the Ministry of Cooperation into the Ministry of
External Affairs. The Ministry of Cooperation— primarily serving France’s
former African territories—had become a symbol of all that was wrong with
aid. Rightly or wrongly, it had come to be regarded as highly political, non-
transparent, and influenced by Frangafrique. For example, Michel Roussin,
who had been minister of cooperation during the 1990s, lamented that
“The Ministry of Cooperation passes as a hideout for secret police, a pump
for hidden financing, a substratum of colonialism.”?® Nevertheless, re-
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sponding to pressures from African leaders to keep the ministry intact, Pres-
ident Jacques Chirac, at the 1995 Francophone Summit in Cotonou, Benin,
announced that the Ministry of Cooperation would remain independent as
long as he was president.

Despite the resistance to reform by the older Gaullists like Chirac and
the Africans, several modest reforms in French aid were announced in
1996: the Ministry of Cooperation would be linked “more closely” with the
Ministry of External Affairs (though it was not clear that this move had any
real content); the scope of the Ministry of Cooperation’s geographic re-
sponsibilities would be enlarged to include the thirty-seven countries in
Africa, Latin America, and the Caribbean that were associated with the
European Union; and an interministerial committee would be created to
provide better coordination of the fragmented French aid programs. Not
surprisingly, these rather limited changes produced little that was new or
different.

However, after the Socialist Party won the parliamentary election in
1998, Lionel Jospin became prime minister, “cohabiting” with President
Chirac. Jospin, who, unlike Chirac, had never been part of Frangafrique, pro-
ceeded to implement a much more fundamental set of reforms in France’s
aid: the Ministry of Cooperation was fully merged into the Ministry of Ex-
ternal Affairs; an interministerial taskforce on international cooperation
and development (CICID) chaired by the prime minister would meet peri-
odically to discuss, decide on, and coordinate broad guidelines for France’s
aid; the Caisse Frangaise de Développement was renamed the Agence Fran-
caise de Développement (AFD) and (“under the tutelage” of the Ministry of
External Affairs and the Ministry of Economy, Finance and Industry) was
the “pivotal operator” in managing the country’s aid; and a new High Coun-
cil for International Cooperation (HCCI) was created, with sixty members
from civil society (NGOS, business organizations, unions, universities, re-
search institutes, parliament, and local governments), to consider salient
issues involving French aid and express their views to the government. (The
HCCI was advisory; it had no authority over French aid or aid policies.)
Finally, it was decided to create a Zone de Solidarité Prioritaire (ZSP), to
include some sixty countries eligible for significant amounts of French aid.
These countries included all those formerly in the pays du champ of the
Ministry of Cooperation plus a number of other poor countries. The prime
minister described these reforms as “an effort at coherence, clarity, and
transparency.”’® In short, France was trying to raise the development pur-
pose of its aid, increase its coherence and effectiveness, and align it more
with DAC norms and practices.

Four years later, on the occasion of the UN Conference on Financing
Development in Monterrey, Mexico, President Chirac made an additional
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change in French aid by committing France to increase its official develop-
ment assistance significantly over coming years—from 0.38 percent of
gross national income in 2002 to 0.5 percent by 2007 and to 0.7 percent by
2012. Half of this aid would be provided to African countries to support
their efforts to realize the Millennium Development Goals. Later, the pres-
ident also emphasized France’s support for doubling aid for water projects
and increasing its contributions to combat HIV/AIDS and to fight world
hunger. Did these initiatives and reforms indicate a fundamental reorienta-
tion of French aid in the twenty-first century?

The reforms of 1998 represented a measure of real change in France’s aid
system. But it was questionable from the beginning whether they were
sufficient to achieve the goals the prime minister and others set for them.
They extinguished the old Ministry of Cooperation but located the min-
istry’s funding and personnel in the Ministry of External Affairs, where the
aid would likely still be used for strongly diplomatic purposes—not neces-
sarily different from those of the past. Indeed, in 1999 the minister of coop-
eration (now a minister within the Ministry of External Affairs) summed up
the new priorities for international cooperation: “to build up our capacities
for influence abroad; to identify and anchor elites in our partner countries;
to confirm our position in development cooperation; and to associate civil
society with our ambition.”*

The DAC, in a peer review of French aid published in 2004, pointed to
the potential conflict between diplomatic and development objectives: “the
two essential requirements that are development and the continuation or
strengthening of France’s influence in the world do maintain a degree of
ambiguity. The twinning of ‘solidarity and influence’ expresses the difficulty
of combining these two imperatives. . . . Because there is no single institu-
tional agency for development assistance, it may be that trade-offs do not al-
ways work in its favour, the priority attaching to it sometimes coming up
against the ‘arguments with more influence.”* The Ministry of Economy,
Finance and Industry, which played a more prominent role in foreign aid
management than ministries of finance in any other aid-giving govern-
ment, managing one-third of France’s bilateral aid and two-thirds of its
multilateral aid in 2002,%? had its own institutional orientation—toward
lending rather than grants, toward expanding France’s exports, promoting
French investment abroad, managing international monetary relations,
and managing the debts owed France. Its orientation and instruments were
not for the most part focused directly on reducing poverty in poor countries,
nor did its staff have extensive experience in that area.

The AFD, intended as the pivotal aid agency, managed development
loans for other agencies that funded projects that directly or indirectly were
expected to produce revenues to permit the borrower (in theory) to repay
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the loans—for example, infrastructure and financial institutions. The AFD
also provided grant-funded development activities but was constrained by
the limited amount of grant resources under its control (only about 170 mil-
lion euros per year). These grants were essential for aiding the already in-
debted poor countries in sub-Saharan Africa and elsewhere and were nec-
essary to finance non-revenue-producing activities such as postconﬂict
relief and recovery, providing antiretroviral drugs to HIV/AIDS victims,
strengthening civil society organizations, financing elections and political
party training, or funding poverty-oriented interventions. The AFD was, in
short, forced to operate more a like a bank than an aid agency because of the
terms of the assistance it managed. And hence, its ability to function as a
“pivotal operator” in French aid-giving remained in doubt. In the words of
DAC in 2004, “France’s stated intention of entrusting the principal role
in ODA implementation to the AFD has not been fully translated into
action.”®

Another question related to the role of the AFD was the degree of free-
dom of action that the agency had within the French government. The AFD
was “under the tutelage” of the Ministry of Economy, Finance and Industry
and the Ministry of External Affairs in its decisions on the country alloca-
tion and use of aid, and its officers in the field reported to the French am-
bassadors there.** In fact, the relationship between the AFD and the Min-
istry of External Affairs (and its new Direction Générale de la Coopération
Internationale et du Développement, or DGCID, which managed the min-
istry’s aid) was never clearly defined; DGCID both oversaw and competed
with the AFD for aid and leadership in development. The organizational
ambiguity left the two agencies to maneuver for position as leaders in
France’s development work abroad, with neither fully equipped to do so.*
It was a recipe for bureaucratic conflict (which, according to observers in
Paris, is exactly what developed).

Apart from the elimination of the Ministry of Cooperation, the frag-
mented nature of the French aid system continued after the reforms. The
CICID, created to improve interagency coordination on aid, met only once
or twice a year and considered a few broad topics (like which countries
should be in the Zone de Solidarity Prioritaire). While it has encouraged
greater interministerial coordination, the CICID appears to have had little
significant effect on rationalizing the aid operations of the many ministries
and agencies involved in aid-giving abroad. As of 2003, for example, it had
been unsuccessful in encouraging the government to come up with an over-
all strategy for French aid. There was still no white paper on government aid
policy and no single budget document for that aid, although the Senat and
Assemblee Nationale passed a law requiring the government to produce a
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budget for its foreign aid in 2006. In any case, it is never easy for an inter-
agency entity like the CICID, even one chaired by a prime minister, to co-
ordinate diverse, autonomous, and powerful government agencies.

The HCCI, while creating better access to government for civil society
organizations interested in development aid, was an advisory body with
little authority and with a large and diverse membership. It was not well sit-
uated to have an appreciable impact on government and, in the view of a
number of officials and individual experts on French aid, had not by 2003
had such an impact.*® Other elements of the government—the AFD, the
Ministry of Economy, Finance and Industry, and the Ministry of External
Affairs—also established consultation bodies with NGOs. Meanwhile, the
percentage of French ODA channeled through NGOs remained the same in
2003 as in 1998—one of the lowest of any DAC donor.

Additionally, the reforms did not touch the office of the African advisor
to the president. This “cell,” which had had a major impact on the allocation
of aid in the past, especially from the Ministry of Cooperation, had weak-
ened over time with the government’s lessening interest in Africa. But it
continued to exist and could still exert influence in the future, given its lo-
cation in the Presidency (and especially when the same party controlled the
presidency and the parliament and government). Apparently, the mainte-
nance of the African advisor’s post was a condition of getting French Presi-
dent Chirac not to oppose the reforms as he tried to manage harmonious
relationships with African leaders.*”

Finally, while French aid grew rapidly in 2002 and 2003 and seemed set
torise further in the future, much of that aid was in the form of debt relief —
one-third of ODA in 2003. (Debt relief was financed by the debtor countries
paying their debts and the French government offsetting those repayments
with grants.) This arrangement may have eased the pressures on the French
budget of funding an increase in aid, but once debt relief commitments had
been fulfilled, the government would face a challenge of coming up with
funding for sizable new outlays (if commitments to increase aid were to be
realized) to meet the Monterrey commitments.

In short, the French government had made significant reforms in the
structure of its aid for the first time since it began providing foreign as-
sistance and had made major commitments to increase its aid and reorient
it toward poverty reduction and associated activities. However, the re-
forms in French aid may not have gone far enough for the government to
reorient the purposes of that aid and align it more closely with DAC norms
and practices. At best, by 2005 the reforms appeared to have made only a
limited improvement in the coherence, transparency, and effectiveness of
France’s aid.
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The profile of French aid over the second half of the twentieth century
raises three questions: Why did the diplomatic purposes of French aid pre-
dominate for such an extended period of time? Why did the French govern-
ment attempt to reform its aid system, implicitly seeking to shift its pur-
poses in the late 1990s? And why were the reforms limited —possibly too
limited to achieve their goals? This section will address these questions us-
ing this book’s common framework of political analysis.

Ideas

Two clusters of ideas have influenced France’s foreign aid: obligations to-
ward the poor and the role of the state in fulfilling those obligations, and
broadly shared ideas regarding the identity of France and its role in the
world. Throughout the second half of the twentieth century, there was little
disagreement, even on the part of the critics of France’s aid, that France as
a relatively well off country had an obligation to help the poor abroad. Var-
ious reports on French aid and statements by French politicians often cited
“France’s duty toward humanity.” The critics of French aid focused on its lack
of effectiveness or the urgent needs for funds at home but did not challenge
the basic idea that France should aid the poor and that public resources
were appropriately used for that purpose. The public appeared to share this
view, with support for aid to help people in poor countries varying between
70 percent and 78 percent during the 1990s.?® The widespread acceptance
of the idea that France should help the poor abroad likely came from two
main sources: Christian duty and sentiments of social solidarity, much as in
other European countries; and France’s colonial experience, which eventu-
ally brought with it the sense of special obligation to help those in “overseas
France” and, later, in France’s former colonies to better their lives.

The second cluster of ideas influencing French aid is related to France’s
identity and its desired role in the world. Those ideas include universal values
inspired by the French revolution: liberty, equality and fraternity, and human
rights. Additionally, as I have noted already, there is also a widely shared sense
that the French language and the civilization it conveys is worthy of universal
appreciation and use. Tied to the notion that French language and culture had
aspecial role in the world has also been the idea, articulated and pursued in
the post-World War II period by French presidents beginning with de Gaulle,
that France deserved to be considered among the great powers and to play
an important role in world affairs. This emphasis on global role and rank
was not inevitable. French leaders could have taken a less assertive, more
regionally focused approach to France’s foreign policy after World War II.



FRANCE 163

Part of the explanation for the emphasis on rank is history—rank had
been a concern for French politicians before the Second World War, as
France maneuvered for influence in Europe and beyond in the face of a pow-
erful neighbor across the English Channel and of rising German power. But
much of the postwar support of this idea could be attributed to the influence
of one proud and powerful man, Charles de Gaulle, who as the first postwar
president of France set the course and tone of French foreign policy.
De Gaulle’s insistence on France’s role as a major power, despite its humili-
ating defeat and occupation by the Germans during the war, was intended
to appeal to French pride and nationalism (and undoubtedly reflected his
own pride and national sentiments)*® and to provide a unifying theme for
the French people, whose past politics had been fractious nearly to the
point of ungovernability. (De Gaulle was said to have complained, “How
can you govern a country that has 246 varieties of cheese?”) De Gaulle’s suc-
cessors—even the socialists—continued his emphasis on France’s inter-
national standing. Thus, it is not surprising that the notion of rank and role
influenced France’s use of its aid as a vehicle for creating and sustaining a
sphere of influence, primarily in Africa, that would give content to its claim
to a seat at the high table of world politics.

However, there was a contradiction at the core of the ideas shaping
France’s aid. On the one hand was the norm of helping the poor abroad to
gain better lives—widely supported by the public. On the other hand, there
was the political goal of maintaining France’s standing as a great power—
embraced by much of the political class—which was translated into creat-
ing stability and good relationships with key leaders in Africa, even where
they were repressive, corrupt, and a hindrance to any economic or social
progress in their countries. The latter idea governed much of France’s aid
during the second half of the twentieth century. However, the contradic-
tions in these ideas became increasingly apparent in the 199os, as criti-
cisms of French aid by journalists and even government officials began to
reframe the way French aid was regarded by the public—not as a means to
human betterment but as a wasteful and ineffective expenditure of public
resources. During the 1990s, public support for aid fell from 78 percent in
1996 to 70 percent just two years later—possibly a reflection of this grad-
ual reframing of French aid. The evident failure of much of that aid and the
scandals associated with it sharpened the inherent contradictions between
these ideas and created pressures for reform.

Institutions

The fifth French republic, established in 1958, was a hybrid. It was a presi-
dential/parliamentary system centered on a strong executive. Decision-
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making, drawing on along French tradition of administrative centralization
and unitary government, was located in the executive, with relatively little
active input from parliament. On foreign aid issues, the legislature played
almost norole: there was not even a standing committee, either in the Senat
or Assemblee Nationale, responsible for those issues, little comprehensive
information from the executive on foreign aid, and few parliamentarians
knowledgeable about it. Further, as I have shown, there was little formal,
systematized access to executive decision-making for nongovernmental or-
ganizations, either through advisory structures with a measure of authority
or through parliament. As noted above, informal networks (reseaux) of in-
dividuals (including African politicians) and groups with connections to
senior French policy-makers did have access to decision-making and appear
at times to have wielded considerable influence over the allocation and use
of the aid. The lack of transparency in government on France’s complex and
fragmented aid program permitted, and perhaps encouraged, the establish-
ment and operation of informal networks of influence.

Two elements of France’s political institutions that eventually chal-
lenged the lack of transparency in the way foreign aid was handled were
the media and the courts. The French media was often critical of the gov-
ernment. Perhaps the world’s most famous weekly for ridiculing govern-
ment is Le Canard Enchané, whose criticisms have often been both witty
and insightful. One of the world’s most respected dailies is Le Monde, which
has not hesitated to attack the government on a variety of issues, including
its handling of foreign aid. The print media (together with books published
by French journalists) became the major vehicle, especially during the
1990s, for exposing scandals and failures of France’s aid in Africa. It be-
came the channel for those best informed on the problems of aid — officials
of the French government itself—to criticize the government’s handling of
its aid programs. It could be said that an informal alliance between a hand-
ful of journalists and key members of the French government forced a de-
gree of transparency in an otherwise opaque system and that this unusual
arrangement was really the source of eventual efforts to reform the French
aid system.

Further, the criticisms of French aid were part of a broader set of criti-
cisms of corruption and shady deals in France’s political life during the
1990s, issues that French judges began to prosecute at the end of the de-
cade, leading to the jailing of Jean-Christophe Mitterand and others associ-
ated with Frangafrique and even threatening President Jacques Chirac with
prosecution once he stepped down from the presidency.*

There is one other peculiar aspect of the French political system that
played arole in efforts at reform. This is the phenomenon of “cohabitation,”
mentioned earlier. In periods of “cohabitation,” when the presidency has
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been controlled by one party and the parliament (which elects the prime
minister) by another, a degree of competition and political maneuvering be-
tween the president and prime minister has occurred on aid issues. In the
two major cases of changes in France’s aid policies— one involving the de-
valuation of the CFA franc and the other the 1998 organizational reforms—
the political initiative was taken by a prime minister from a party different
from that of the president, suggesting that cohabitation can result in new
initiatives being undertaken that might otherwise not have occurred. Why
should this be? In these two cases, the prime ministers driving the reforms
were not part of the old network of political elites associated with Africa.
Further, the office of the prime minister does not have primary responsibil-
ity for dealing with France’s long-term African partners and does not have
an African advisor to promote those traditional relationships. (When he was
prime minister, Jacques Chirac appointed his own African advisor, but this
post was not continued after he left the prime ministership.) This lack of re-
sponsibility and bureaucratic baggage may have made it easier for prime
ministers, especially those not associated with Frangafrique or the party of
the president, to implement needed changes that were not welcomed by
powerful forces, including some of the old political guard and certain busi-
ness interests. Presidents, on the other hand, inherited a set of relationships
with Africans, and even if they began with the intention of reforming those
relationships—as socialist Fran¢ois Mitterand did before he was elected
president—the weight of those ties (that is, the benefits of maintaining
them versus the costs of reform) have more than once discouraged signifi-
cant reform.

Interests

I have touched already on the various interests involved in French aid. For
most of the life of French aid, diplomatic interests, lodged primarily in the
presidency, remained predominant. And because the African advisor to
the president was also a key point of access for Africans to French decision-
making, the Africans themselves represented a significant interest group
in support of French aid for diplomatic purposes (i.e., benefiting them).
However, the end of the Cold War and the various crises in Africa reduced
France’s diplomatic stakes in this region and opened the way for a reduc-
tion in aid and eventual reform of the aid system that privileged pays du
champ.

The Ministry of External Affairs was responsible, among other things,
for promoting France’s cultural interests abroad —especially in franco-
phone countries—and in effect provided a constituency within the govern-
ment for that interest. Commercial interests influenced the use of French
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aid, especially in Africa. But the business community was not homogeneous
in their views on the country allocation and use of aid. Those supporting its
concentration in pays du champ were a relatively small but influential por-
tion of the French business establishment, including companies like Bouy-
gues, Dassault, Thomson, and Alcatel.* The bulk of French commercial in-
terests supported a geographical allocation of aid more in tune with the
concentration of French business in developing countries—that is, in those
countries where markets were large, prosperous, and full of potential. With
the deteriorating economic situation and spreading political instabilities in
Africa in the 1990s, the support from segments of the business community
for aid to Africa and for its use for commercial purposes there diminished.

The influence of development interests on France’s aid remained lim-
ited. As in other countries, the main constituency for that purpose outside
of government was NGOs. NGOs working on relief and development were
numerous in France. In the 1990s they were estimated to number several
hundred and were organized in several collectives, some of which were fi-
nanced by the government. Further, the government had created a Devel-
opment Cooperation Board, with representatives from the Ministry of Co-
operation, Ministry of External Affairs, and other ministries, together with
NGOs for periodic discussions. The Ministry of Cooperation also created a
set of sectoral networks of NGOs, working in such areas as education,
health, and agriculture, to discuss programs funded by the ministry in those
areas. These boards and advisory groups appeared to suggest that NGOs
played a role in influencing the purpose of France’s aid. However, this was
not the case. Their influence proved to be limited, and the boards and net-
works did not become “solidarity organizations”—that is, a constituency
of political advocates—in support of aid, as perhaps the government had
hoped. They were more implementing mechanisms for the Ministry of Co-
operation’s limited funding of activities through NGOs.** In fact, despite
their numbers, French development NGOs—with the exception of one
or two (including the Nobel prize-winning Médecins Sans Frontiéres)—
were for the most part relatively small and poorly financed. For example, no
French NGO appeared in the list of the five largest NGOs in development
in Europe.* Many of them relied on the European Union, United Nations
organizations, other aid-giving governments, or the public for their fund-
ing. French NGOs did little in the way of “development education” with the
French public (nor did the government fund such activity). One of the rea-
sons French NGOs remained small in size and poorly financed relative to
similar organizations in other parts of Europe was the limited support they
received from their government. And, completing the circle, their small
size lessened their influence with government and their ability and will-
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ingness to mobilize support for development aid on the part of the French
public.

Scholars and members of the academic community working on aid and
development policies also had relatively little influence with government
on aid issues. The separation between scholars and practitioners in France
has been relatively strict—few from either camp spend time in the other.
Further, scholarly access to government has remained sporadic and limited.
There is no single major research institute in France that focuses on French
aid and development policies (like the Overseas Development Institute in
London, the Center for Global Development in Washington, or the German
Development Institute in Bonn) that could provoke reflection, offer critical
analysis, and develop new ideas for French policy-makers.*

The interests it is most difficult to describe and, above all, to measure are
the various informal networks, subsumed under the term Frangafrique, that
clearly influenced the purpose, allocation, and use of French aid but whose
influence was seldom transparent. This amorphous and shadowy group was
originally established by Jacques Foccart and developed, extended, and
changed by the African advisors to the president who followed him. It be-
gan to erode in the 1990s, however, as the generation of French and Afri-
can political elites that populated it retired or died off, as the successor
generation of elites and the public lost interest in Africa and maintaining
French influence there, and as public attention was called to the nefarious
influence of these networks on France’s aid policies. This change, in turn,
opened the way for French officials and functionaries not part of the old net-
works to drive forward their ideas for reform during the second half of the
1990s. Working inside the French government and even criticizing French
aid in books and newspaper articles, they contributed to the pressures that
fueled Prime Minister Jospin’s aid reform initiatives in 1998.

Organization

The organization of French aid long privileged the diplomatic purposes of
that aid. Three characteristics of that organization were important in this
regard. First was the location of an African advisor in the president’s office
itself, whose job it was to “transmit messages to the president from African
heads of state, French enterprises, development activists and those who
take an interest in Africa; to take the initiative in the presidency regarding
Africa; and to coordinate the rest of the government on Africa policies*
This post engaged the presidency directly in day-to-day decisions on the al-
location and use of French bilateral aid and ensured that the concerns of the
president—which put a high priority on the stability of African govern-
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ments and their support for French policies worldwide —played a major
role in the allocation and use of French aid. However, the African advisor to
the president lost much of his access and influence in the late 1990s and
early years of the new century as the interests of French elites in Africa
declined.

A second important characteristic of French aid has been its organiza-
tional fragmentation and lack of a central agency with overall responsibility
for aid policies and implementation. This arrangement, long lamented in
the many reports on French aid, meant that no one ministry or agency could
challenge the presidency in terms of the purposes of French aid.

A third characteristic of the organization of French aid, the absence of an
influential agency dedicated to the development uses of French aid, left the
field of decision and action within government to the diplomatic and polit-
ical purposes of aid. The Ministry of Cooperation could not play the role of
a voice for development inside the government, given the influence of the
African advisor to the president over it during much of the period of this
study. The AFD and its predecessors were not able to play that role, because
of their own small size and resource limitations.

Thus, the politics of French aid produced a system of aid-giving that put
the highest priority on the diplomatic uses of that aid and, for most of the
period of this study, kept it there. In the 1990s a number of changes under-
cut that system: the concentration of aid in Africa and the failures there, the
scandals associated with the aid and exposed in the press, the end of the
Cold War, the erosion of Frangafrique and commercial interests supporting
the allocation and use of that aid, and, finally, the political opening in 1998
created by cohabitation. Together, these changes produced the reform ef-
fort of Prime Minister Lionel Jospin.

However, Jospin’s reforms, while significant, failed to produce the in-
tended changes in the purposes and operation of French aid. There are two
strong ministries—External Affairs and Economy and Finance —with their
own aid programs and many other ministries that also run aid programs. All
of these ministries have their own missions, among which development
was not the most compelling. And the AFD —the pivotal aid agency—was
limited in the amount of resources it controlled, in the terms of its lending,
by its “tutelage” by the Ministry of Economy, Finance and Industry and the
Ministry of External Affairs, and by its ambiguous relationship with the Di-
rection Générale de la Coopération Internationale et du Développement
(the old Ministry of Cooperation, now part of the Ministry of External Af-
fairs). The organizational voice for development within the French govern-
ment is still muted.

Why were Jospin’s reforms so limited, given his apparent goal to align
France’s aid with that of other DAC member states, thus increasing the im-
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portance of development within France’s aid programs? In an interview at
the time of the reforms, Jospin was asked why he did not create a ministry
of cooperation similar to the Department for International Development in
the United Kingdom. His answer was evasive.*¢ Clearly, he could not touch
the African advisor to the president. On the other hand, because the Min-
istry of Cooperation had become such a symbol of the past failures of French
aid, because the interests that had supported privileged access of pays du
champ to the government and France’s bilateral aid had weakened, and be-
cause the Ministry of External Affairs was eager to absorb the Ministry of
Cooperation (and had been for decades), merging it was relatively easy,
while elevating it to a full, independent ministry would have been difficult
politically. Such a move would have challenged the prerogatives and the aid
resources controlled by the powerful Ministries of Economy and Finance
and of External Affairs. Creating an external advisory board with real in-
fluence and authority over French aid would have likely provoked the same
reaction. Thus, the political costs of a more sweeping and fundamental re-
form would have been high— higher than the prime minister was willing to
pay, even assuming he could have carried through with such reforms against
the opposition of powerful ministries. As I have already discussed in rela-
tion to the United States and Japan, organization matters and it is often
difficult to change fundamentally, even though such a change may be nec-
essary to reorient the purposes of an aid program.

However, real changes in aid-giving do occur over time, especially when
the fundamental factors shaping aid’s purposes alter. There were several in-
dications that French aid could move further toward elevating its develop-
ment purpose in the future. First was the requirement that the government
produce in 2006 a comprehensive budget on France’s aid—for the first
time —to be submitted to parliament. This budget could encourage greater
collaboration among government agencies on the purposes and policies of
aid-giving, and, more importantly, it will provide much better information
on French aid and open the door to greater parliamentary and public in-
volvement in aid debates. Polls indicate that the French public supports aid
for reducing hunger in the world, continuing development in poor coun-
tries, and fighting HIV/AIDS.*” With more knowledge of how France’s aid is
actually used, the public may insist on a greater orientation toward poverty
reduction, forcing further organizational and operational changes.

Second, a generation of French and African elites is passing—elites that
often had personal ties and networks of mutual help in Africa and elsewhere
in which French aid had long played a role.** A younger generation of
French professionals is less tolerant of the repressive practices and corrup-
tion of African elites, less patient with the history of economic and political
failure in these countries, and less committed to the old Gaullist goals of do-
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ing whatever it took to raise and protect France’s rank in global politics. This
change is evident, for example, in the efforts of the AFD to professionalize
its activities in the manner of many other aid agencies and, indeed, on the
part of the government to appoint development professionals to head the
agency. If these underlying trends continue and gain in influence, they
should create possibilities for real changes in the policies and even organi-
zation of France’s aid and eventually lead to the end of the postcolonial
hangover and its obsession with rank and rayonnement that has shaped
France’s aid during the last half of the twentieth century. On vera.



CHAPTER 6

Germany: A “Middle of the Roader”

The profile of German aid over the second half of the twentieth century re-
flects its three main purposes: development, diplomacy, and commerce.
Development emerged over time as the predominant purpose, but the oth-
ers by no means disappeared. To understand the evolution of German aid it
is critical to understand the nature of German political institutions, for they
have had a significant indirect effect on the purposes of that country’s aid.

A PROFILE OF GERMAN AID

There are three stages in the evolution of German foreign aid: its origin and
establishment between 1952 and 1972; the consolidation of the aid program in
general and of the development purpose in particular between 1973 and
1990; and a period of reorientation, retrenchment, and revival in German aid
between 1990 and 2003.

Origin and Establishment

German aid originated in several different places in the German govern-
ment. In 1952 the Ministry of Finance made Germany’s first contribution to
a multilateral aid organization—the UN Expanded Program of Technical
Assistance. By the latter part of the 1950s, Germany had become the largest
source of multilateral aid (even larger than the United States)," reflecting a
diplomacy, similar to that of Japan, of rehabilitating itself as an accepted,
responsible member of the international community.

In 1953 the Ministry of Economy, responsible for trade, established a
small technical assistance program to encourage the purchase of German
exports by developing countries, reflecting the early commercial purpose
of German aid. Then, in 1956, the Bundestag (on the initiative of the Social
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Democratic Party) voted to put 50 million deutschmarks (DM) in the bud-
get of the Foreign Office, for “supporting economically underdeveloped
countries”—in effect, putting forth a development purpose for German aid
within the Foreign Ministry.? Thus, by 1961 the three major purposes of aid,
evident in other case studies examined in this book, were also present in
German foreign assistance.

In 1961 Chancellor Konrad Adenauer decided to expand the volume of
German aid—especially bilateral aid—and create a Ministry of Develop-
ment. These decisions resulted from two major sources of pressure—one
external and one internal. On the external side, first the Eisenhower and
then the Kennedy administrations had as one of their foreign policy priori-
ties to persuade other well-off countries (now that they had recovered from
the Second World War) to assume a greater proportion of the burden of
Western security. This included encouraging those countries to expand
their aid programs in poor countries, as the Cold War in Asia, Latin Amer-
ica, and Africa intensified. By 1961 Germany—well on its way to creating
the “German economic miracle”—was a special object of Washington’s at-
tention. President Kennedy and his officials put direct pressures (including
persuasion and threats) on Chancellor Adenauer and others to do more in
foreign aid. According to one student of German aid, “If the Germans had
not agreed to provide substantial development assistance to LDCs, the
Americans would have demanded reimbursements for a larger share of its
stationing costs [of US troops in Germany].”® Chancellor Adenauer agreed
to step up Germany’s aid effort. Figure 6.1 shows the history of German aid.

FIG. 6.1. TOTAL GERMAN AID (NET)
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Adenauer made another important decision on German aid at this time.
He created a new Ministry of Development. He could have simply decided
to expand German aid and place the additional aid in the Foreign Office or
the Ministry of Economy—both of these ministries opposed the creation of
a new ministry of development, seeing it as a threat to their influence over
foreign aid. But the chancellor decided otherwise. This decision was less a
manifestation of Adenauer’s commitment to the development purposes of
aid than a result of domestic coalition politics. When Adenauer, leader of
the Christian Democratic Party (CDU), formed a government after the elec-
tion in 1961, he negotiated a coalition government with the Liberal Party
(FDP). The head of that party, Walter Scheel, wanted a foreign affairs port-
folio and was specifically interested in development. Establishing a devel-
opment ministry was the perfect solution; it created a second ministerial-
level portfolio in foreign affairs, making it possible for each major party ina
governing coalition to have such a portfolio, and it met Scheel’s particular
demand as a coalition partner.

The new development ministry (the Bundesministerium fiir Wirtschaft-
liche Zuzamenarbeit und Entwicklung, or BMZ) was initially a shell —it
had responsibility only for coordinating aid policy. The policy and budget-
ary responsibilities for technical assistance and financial assistance pro-
grams were still located in the Ministry of Economy and the Foreign Office,
respectively. And the implementation of German aid was handled by the
Kreditanstalt fiir Wiederaufbau (KfW) and the German Corporation for
Technical Assistance to Developing Countries (GAWI) together with the
Federal Agency for Economic Cooperation (BfE). (These latter two were
merged in 1975 to create the German Corporation for Technical Coopera-
tion, or GTZ.) In 1964 control over technical assistance policies was shifted
to the BMZ from the Foreign Office.

The organizational landscape of German aid had several other elements.
There were three small, specialized agencies—the German Development
Service (DED), which is a personnel service for German development vol-
unteers; the German Investment and Development Corporation (DEG),
which provided financing for German companies investing in developing
countries (it was merged with the KfW in 2001); and the German Founda-
tion for International Development (DSE, now the Internationale Weiter-
bildung und Entwicklung, or InWEnt), which provided a venue for dialog
and training for development professionals from poor countries as well as
from Germany. Finally, emergency aid was managed by the Foreign Min-
istry. As was the case in the United States in the 1990s, other ministries also
began to undertake their own small aid programs abroad.* (See fig. 6.2 for a
chart showing the organization of foreign aid responsibilities within the
German government.)
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FIG. 6.2. THE ORGANIZATION OF GERMAN AID, 1965
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During these early years of the BMZ, the diplomatic and commercial
purposes of German aid were prominent. Country aid allocation decisions
were influenced by the diplomatic competition with the German Demo-
cratic Republic (GDR, or East Germany). The Federal Republic of Germany
(FRG, or West Germany) claimed to be the rightful representative of all the
German people, but East Germany, of course, rejected this claim. Under the
Hallstein Doctrine, Bonn would not provide aid to any government that had
diplomatic relations with East Germany.

Other diplomatic concerns also influenced the allocation of German aid.
That aid was concentrated in two countries of particular diplomatic impor-
tance to Bonn: Israel, as compensation for Germany’s treatment of the Jews
during World War II, and Turkey, which occupied a strategic position in the
Middle East and had a long association with Germany and many of whose
citizens were “guest workers” in Germany. Other major recipients of Ger-
man aid tended to be the larger developing countries—for example, India,
Pakistan, and Indonesia. These countries had potentially attractive markets
for German goods and services, were poor, and were influential regionally
and globally (making them attractive diplomatic partners as well as prom-
ising markets for German goods)—in effect, furthering all three of the ma-
jor purposes of German aid. At the same time, small amounts of German aid
were spread widely throughout the developing world, the better to create a
broad German diplomatic presence and support for West Germany’s claim
to be the legitimate representative of the German people. It also facilitated
the entry of German enterprises in unfamiliar markets. The wide distri-
bution of German aid was dubbed by the Germans as the “watering can ap-
proach”—a little aid for every poor country in the global garden. In 1970
Germany provided aid to over ninety countries worldwide.>

The uses of German aid also suggested an orientation toward commer-
cial purposes—especially the export of goods and services by German
firms. The types of aid of most interest to German firms involved engineer-
ing and construction projects, the export of heavy equipment, telecom-
munications, transportation, and similar elements of “economic infrastruc-
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ture,” in the terminology of the DAC. In 1974, for example, Germany allo-
cated nearly half of its bilateral aid to economic infrastructure (e.g., public
utilities and transportation) and to production sectors, including industry,
construction, mining, trade, and banking.® (As a comparison, the average
for the DAC as a whole was one-third.) Although data are not available, it is
quite likely that this percentage was even higher in the previous decade,
when the Ministry of Economy had control over the budget for financial as-
sistance abroad and could direct aid to commercial purposes.

Consolidation

The second period in German aid began in the early 1970s, when the devel-
opment purpose of German aid gained prominence. In 1968 there was the
“youth revolution” in much of Europe, including Germany, involving a gen-
eration of progressive —even radicalized —students and young people, who
were energized by opposition to the war in Indochina and active in pressing
(and sometimes attacking) their governments on issues of war and peace
and development. They were also supporters of a more developmental
focus of aid in Germany. (Many of this generation — called the “acht und
sechsigers” or “68ers” in Germany, later became development professionals,
especially in the GTZ.)

Also in 1968, a new coalition government headed by the Social Dem-
ocratic Party (SDP) named Erhard Eppler as minister for development.
Eppler, even at the end of the century still widely regarded as having been
one of the most active and effective ministers of development, pressed the
new chancellor, Willy Brandt, to shift responsibility for financial coopera-
tion from the Ministry of Economy to the BMZ and, after the election in
1972, the shift was finally made. According to Eppler, with greater control
over financial cooperation, he was able to reduce the tying of German fi-
nancial aid to German exports and to begin shifting that aid away from pur-
poses that were more interesting to German businesses toward activities
more consistent with development thinking at that time, such as health and
education.” In fact, the proportion of German aid for economic infrastruc-
ture declined gradually, dropping to 37 percent in 1979—80, to 30 percent in
1985-86, and further to 26 percent in 1991. Even if the influence of com-
mercial interests on German aid began to diminish with the shift of policy
control over that aid to the BMZ, there was still a lot of momentum in the
aid program toward financing projects of interest to German industry.

Under Eppler, the BMZ became more active and professional in its man-
agement of German aid policies. It produced the first official development
policy statement in 1971.8 This statement proposed that “Short-term foreign
policy considerations were to be suppressed in allocation decisions and the
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growth objective of the development policy brought into line with other,
equity-oriented objectives.” At this time also, the BMZ—along with aid
agencies in other donor countries—began to professionalize its work,
adopting country programming processes. (The use of country program-
ming, by placing aid-giving in an overall country development strategy, put
limits on the use of that aid for opportunities related to commercial or dip-
lomatic purposes—apparently this was part of the intent behind setting up
this system.'?) Facilitating the rise in prominence of development as a pur-
pose of German aid were also changes in German diplomacy. Chancellor
Brandt adopted a policy of easing relations with East Germany, setting aside
the Hallstein Doctrine (which in any case became moot once both Ger-
manys had joined the United Nations in 1973)."

Finally, as figure 6.1 shows, during the first half of the 1970s, the overall
amount of German aid rose rapidly, nearly tripling between 1970 and 1975
(rising from $600 million to $1.7 billion). The largest percentage increase
was for multilateral aid, which rose from 22 percent of that country’s total
aid in 1970 to just over 30 percent in 1975. This change partly reflected a
general view at the time among development specialists that multilateral
aid—especially for IDA, the soft loan window of the World Bank—was
more “developmental” than government-to-government aid and partly
the escalation in German contributions of aid to the European Union aid
programs.

German aid continued to rise during the latter part of the 1970s, re-
sponding to the deepening economic crises in developing countries. How-
ever, as figure 6.1 also shows, German aid fell at the beginning of the 1980s
and stagnated for much of the first half of that decade. Inflation, recession,
and unemployment at home, in part provoked by the oil price increases
in the 1970s, explain this stall in German aid. During this period, the gov-
ernment also eased the constraints of the country programming processes
and allocated more aid to “mixed-credit” financing schemes of interest
to hard-pressed German businesses.'? This was reflected in an increase in
the proportion of German bilateral aid allocated to public utilities, industry,
mining, and banking purposes, surging temporarily to 60 percent in 1984.
These changes, plus the growing emphasis in aid policies during the 1980s
on structural adjustment and economic reforms (in line with mainstream
development thinking at that time), provoked increasing criticism—espe-
cially by NGOs—as a “change of direction” in West Germany’s aid program.

It is worth noting that NGOs played an important role in German aid
from the beginning. The churches, in particular, were early advocates of
aid for development and active in their own right in collecting contribu-
tions and helping the poor abroad. The German political foundations (of
which, more below) also became advocates of aid for development and
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democracy during the early decades of German foreign assistance. In the
1980s, as their numbers grew, NGOs began to organize and increase their
advocacy for aid for development.”® Most tended to support poverty-
oriented development aid and criticized the use of aid for commercial or
diplomatic purposes. They typically made their views known in the media,
through their contacts with the Development Committee on the Bundestag
(a group of parliamentarians of all parties with an interest in German aid
and development), through access to a staff committee (created in 1983) in
the BMZ charged with focusing on poverty, through participation on advi-
sory groups attached to the Ministry, and through informal contacts with
political parties (particularly through the political party foundations) and
political elites.

The criticisms of the government’s aid policies led the government to
issue in 1986 a new development policy statement entitled Basic Principles
of Development Policy of the Federal Government, which reaffirmed that “The
aim of the German development policy is to improve the economic and
social situation of the people in developing countries and to provide scope
for their creative growth. It therefore helps meet the basic needs of the
people and enable them to help themselves.”* This document emphasized
the importance of a supportive policy environment for growth and the role
of policy dialogue on economic policies but did not otherwise deviate sig-
nificantly from past policy statements on aid and development.*®

German aid at the end of the 1980s showed both change and continuity
compared with earlier decades. It was much larger, having resumed its
growth during the second half of the 1980s in response to, among other
things, the deepening economic crisis in Africa. Its uses were gradually
shifting toward support for social and administrative infrastructure.
Three out of five major recipients of that aid were the same as in earlier de-
cades—India, Indonesia, and Turkey (see table 6.1). The addition of Egypt
and China in 1988-89 suggests that diplomatic and commercial considera-
tions continued to play a role in the country allocation of German aid. Egypt
is a poor country (though not one of the poorest) but also important to a
diplomacy of peace-making in the Middle East. It is probable that German
aid to that country was motivated in part by this fact (perhaps at the urging
of the United States, which took the lead in trying to bring about peace in
the region). Jumping ahead, aid to Yugoslavia in the 1990s was also clearly
motivated by a diplomacy of peace-making in the Balkans.

The addition of China—a poor country (though not one of the poorest),
but one with a poor human rights record —suggests that commercial mo-
tives continued to play a role in German aid. (The German government
emphasized human rights as a criterion for the allocation of its aid. Strict
enforcement of this criterion would have excluded China as a major recipi-
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TABLE 6.1. TOP FIVE RECIPIENTS OF GERMAN AID

1970-71 1980-81 1988-89 1999-2000
India Turkey Turkey China
Pakistan Bangladesh India India

Israel India Egypt Indonesia
Indonesia Sudan Indonesia Turkey
Turkey Indonesia China Yugoslavia

Note: Recipients listed by amount of aid, in descending order.

Source: DAC, Development Co-operation (Chairman’s reports) (OECD, Paris, 1990), 236;
and (OECD, Paris, 2000), 267.

ent. In fact, some German aid was used to finance the construction by Ger-
man companies of the Shanghai subway—a use of aid for clearly commer-
cial purposes and one that provoked criticisms from NGOs.) German aid
continued to be provided, often in small amounts, to a large number of poor
countries throughout the world.

Reorientation, Retrenchment, Revival

The third stage of German aid commenced in the 199o0s. It was marked
by three major changes: the addition of new purposes, such as addressing
global problems, much like other aid donors; an initial sharp rise in total
aid, above all, aid for countries in transition; and then a dramatic decline
in overall aid levels together with a decision to reduce the number of aid
recipients.

The drop in German aid in the mid-1990s raised questions about the
future amount and purposes of German aid. Even the continuing existence
of the BMZ was questioned. Some politicians urged that it be merged into
the Foreign Office.”” However, the German government, along with other
European Union governments, committed itself to increase its aid at the
Monterrey Conference on Financing Development in 2002. By then, it was
clear that the emphasis on development and poverty would continue and
that the BMZ would remain as an independent aid agency.

This third stage in German aid resulted from several major changes
abroad and at home. First were the end of the Cold War and the collapse of
socialist regimes in Eastern Europe and the USSR. With its geographical
proximity to these countries, Germany had a considerable stake in their suc-
cess and soon became their largest single bilateral donor. German aid for
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FIG. 63. GERMAN AID TO COUNTRIES IN TRANSITION
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economic and political transitions rose from less than $1 billion in 1990 to
over $4 billion in 1995. Thereafter, German aid for transitions, along with
German aid worldwide, dropped dramatically (see fig. 6.3).

A second change affecting German aid was the increasing prominence of
what I have called here global problems and what the Germans have called
global structural policies—meaning issues involving global public goods
such as international health or environmental problems. Germany, with its
Greens Party, has been especially concerned with the environmental issues
in developing countries and elsewhere in the world. Also, by the middle of
the 1990s, the German government was beginning to focus on another new
purpose of aid: crisis prevention and peace-building. A new budget line was
created to fund activities in this category. However, the German govern-
ment, like other aid-giving governments, continued to grapple with the
conceptual challenges of understanding the causes of conflict and aid’s role
in helping to prevent it.'®

With regard to the purpose of democratization, which was new for many
aid-giving countries at this time, Germany was the original aid donor work-
ing in the area of democracy promotion. One of the unique aspects of Ger-
man aid is that each of the six major political parties has a foundation, most
of which have worked for decades inside Germany and abroad on civic ed-
ucation, other aspects of democratic governance, and even more broadly on
development related activities. They are funded by the German government
through the BMZ.
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Major German Political Parties and Their Foundations

Social Democratic Party (SDP) Friederich Ebert Foundation
Christian Democratic Party (CDU)  Konrad Adenauer Foundation
Free Democrats Friedrich Naumann Foundation
Christian Social Union (CSU) Hanns Seidel Foundation
Greens Heinrich Boll Foundation
Socialists (PDS) Rosa Luxemburg Foundation

The third factor affecting German aid in the 1990s was domestic—the
enormous cost of absorbing East Germany, which put a major claim on the
government’s budget, estimated to be $100 billion per year. Combined with
that expense was the commitment on the part of the government as part of
the 1992 Maastricht Treaty to bring the budget deficit down below 3 percent
of GNP by 1999 (which the cost of unification made impossible). These
budgetary pressures led the government to reduce German aid in the mid-
1990s. In carrying out this aid reduction, Germany cut back on the number
of countries receiving aid from 156 in 1996 to 70 “priority” and “partner”
countries by the end of the 1990s and limited their aid-funded sectoral
activities to three or fewer.

A new government took power in 1998—a “Red-Green Coalition” made
up of the Social Democratic Party (SDP) and the Greens Party—and began
a period of renewal in German aid. This left-wing coalition put a higher
priority than its predecessor (a conservative coalition led by the Christian
Democratic Party) on furthering development abroad. The agreement un-
derpinning the new government stated that “Development policy today is
global structural policy, aiming at the improvement of the economic, social,
ecological and political conditions in developing countries. . . . The new
federal government will reform, develop, and improve development policy
along these principles, ensuring the coherence of this policy among the
different ministries. . . . Authority will be concentrated in the BMZ. The
BMZ will from now on be the leading actor in questions concerning EU-
development policy. The BMZ is to become a member of the Federal Secu-
rity Council™*

As in earlier instances, the creation of a governing coalition opened up
an opportunity for niche issues of importance to one of the coalition part-
ners to be put on the policy agenda and be addressed. In this case, the SDP
was keen on the development purpose of German aid. As is evident in the
Coalition Paper, the Greens wanted to increase the importance of environ-
mental issues. Both the SDP and the Greens wanted to expand the role of
the BMZ in policy-making involving poor countries—in the language of
development discourse in Europe in the 1990s, to ensure greater “policy co-
herence” between development and German international economic pur-



GERMANY 181

poses generally. Greater coherence was to be achieved by enlarging the
scope of the BMZ’s authority to review all policies affecting development,
for example, the use of export credits, trade policies, or arms exports. As
part of its effort to increase the coherence of development policies, the new
government also shifted responsibility for aid to former socialist bloc coun-
tries and for the policy responsibilities involving German aid to the EU
from the Ministry of Economy to the BMZ. The responsibilities of the BMZ
were thus significantly enhanced by the results of the 1998 election and the
coalition politics that followed it.

The new government appointed SDP Vice President Heidimarie
Wieczoreck-Zeul as minister of development. She set about strengthen-
ing the poverty orientation of German aid and increasing its amount after
the years of decline. A new statement of development policy, called the Pro-
gram of Action 2015—based on achieving the Millennium Development
Goals, including halving poverty by 2015—was drafted by the BMZ and
used as a basis of broad consultations with NGOs and others outside gov-
ernment. It was then debated and approved by the cabinet in 2001, mak-
ing it an official German government policy. While emphasizing the goal of
poverty reduction, the Program of Action 2015 contained a wide variety of
other priorities, including affirming the right to food, supporting agrarian
reform, supporting fair trade for poor countries, supporting debt reduction,
furthering human rights, fostering gender equality, protecting the environ-
ment, resolving conflict, and others. The document is more of a catchall of
development purposes than a real guide to action. Its function was clearly
to raise the prominence of these issues within the German government and
ultimately to provide the basis for increasing German aid.

In 1998 the government had stated its intention of reversing the decline
in aid. In 1999 German aid began to increase once again, rising from 10.9
billion deutschmarks in 1998 to 12.4 billion in 2001. (The strengthening
dollar during the late 1990s made it look like German aid was declining
when expressed in dollars—when, in fact, it was rising.) The Monterrey
Conference on Financing Development in 2002 gave a further boost to Ger-
many’s overall aid levels. The future amount of German aid was decided in
the context of a common EU position for Monterrey that committed each
member of the European Union to raise its aid to 0.33 percent of GNI by
2006 as a first step to realizing the common commitment to provide 0.7 per-
cent of GNI as development aid. For Germany, providing 0.33 percent of
GNI as development assistance by 2006 implied a significant increase in its
assistance, on the order at least of several billion dollars.?® In the years fol-
lowing Monterrey, German aid did begin to increase substantially—rising
by nearly $2 billion between 2002 and 2003 alone, but this increase lifted
the percentage of German aid only to 0.28 percent of its GNI. (German aid
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continued to rise in subsequent years, but it seemed unlikely that the gov-
ernment would reach the 0.33 percent target by 2006.)

The title of this chapter proclaims Germany as a “Middle of the Roader.”
This is a name used by the Germans themselves to describe their aid ef-
fort. They have been neither the largest nor the smallest of aid donors in
percentage terms. They have moved with other donor governments to em-
phasize the development purpose of their aid but have not rejected other
purposes. And, unlike the countries featured in other case studies in this
volume, they have not felt compelled to attempt major organizational
changes in their aid system. What are the political forces shaping this tra-
jectory in German aid? It is to this question I now turn.

THE POLITICS OF GERMAN AID

Some of the factors explaining the evolution in the purposes of German aid
are external to that country—above all, the Cold War and its termination.
But these factors tell us only a limited amount about the evolution of Ger-
man aid. As with our other cases, we must also look within Germany to un-
derstand the fundamental factors shaping aid—in particular, the ideas that
influenced the way political elites and the public perceived German assis-
tance, the political institutions in which diplomatic, commercial and de-
velopmental interests competed for influence and control over the aid and
the impact of the organization of the German government on the manage-
ment of aid.

Ideas

Two main sets of ideas shaped the way Germans thought about foreign aid:
ideas about their country’s role in the world and ideas about the appropri-
ate relationships between rich and poor and between state and society.
Germany was a defeated power and a divided and occupied country in
the wake of World War II. The occupation only ended formally in 1955,
when sovereignty was restored to the Federal Republic of Germany. One of
the goals of West Germany was to rehabilitate the country’s reputation and
reestablish itself as a responsible member of the international community.
This idea predisposed the government to moving quickly on opportunities
that would advance this goal, including undertaking a foreign aid program.
It also predisposed the government to support strongly the creation of the
European Community and, later, the European Union and to allocate a ris-
ing proportion of its aid to the EU (increasing from 13 percent of total Ger-
man aid in 1974-76 to 25 percent in 2000, making Germany the most gen-
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erous contributor relative to the size of its economy of all the major mem-
ber states of the EU).

A second element in German ideas about their country’s role in the
world involved the Cold War. Germany could hardly avoid being involved in
the Cold War competition (including deploying its aid in that competition),
because East-West tensions were, in effect, in its front yard, with the divi-
sion of the country between the Federal Republic of Germany and the Ger-
man Democratic Republic and the division of Berlin between East and
West. Next door to East Germany were the communist countries of Eastern
Europe, backed by the Soviet Union. It is hardly surprising that West Ger-
many used its aid as an instrument in its competition with East Germany.
What is surprising is that West Germany did not use its aid more aggres-
sively in this way and over a longer period of time. The bond between the di-
vided German peoples may have lessened the temptation toward a more
forceful diplomatic use of aid. West Germany may also have wished to avoid
appearing assertive internationally for fear of raising remembered images
of the aggressive Germany of the prewar period.

Fundamental to the evolution of German aid were also widely shared
ideas about the obligation of the rich to help the poor, including with pub-
lic assistance. The German public broadly supported the obligation to assist
the poor abroad as reflected in the large annual private contributions to
churches and NGOs working on relief and development in poor countries,
amounting to 0.4 percent of GNIL?! Both the public and the major political
parties accepted the role of the state in providing aid abroad as well. The left
wing of German politics—for example, the Social Democrats—had long
had an international orientation and placed a priority on solidarity with the
disadvantaged at home and abroad. Foreign aid for development, provided
by the German government, was readily supported—indeed, it was the
Social Democratic Party that provoked one of the first debates in the Bun-
destag, in 1956, on the need for Germany to aid the poor abroad.

For the conservative side of German politics—represented by the Chris-
tian Democrats—aid for the poor abroad was accepted as a Christian duty.
And for many Germans after the war, having been aided themselves under
the Marshall Plan, there was a widespread feeling that, as they recovered,
they had an obligation to aid others less fortunate. In short, there was a con-
siderable measure of consensus among Germans from a variety of political
persuasions on the appropriateness of foreign aid.

One widely shared idea conditioned this consensus. This was the em-
phasis put by many Germans on “self-help” and the related importance of
private initiative and, by extension, the importance of the private sector in
development. “Self-help” is usually taken to mean that aid recipients, as
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individuals and governments, should take primary responsibility for their
own betterment. The state was not to be the sole source of their better-
ment—Ileast of all, West Germany. The emphasis on the private sector re-
flected the experience of Germany at home in its recovery and, indeed, in
its development before the war. It was probably even more prominent in
postwar thinking, as the Germans of the West compared themselves to the
Germans under communist rule in the East. This value helped create a pre-
disposition toward emphasizing the role of the private sector in furthering
development abroad, particularly among those on the right of the German
political spectrum.

Institutions

Interesting and important, but little noted in the literature on German aid,
is the impact of German political institutions on the purposes of that aid.
Germany is a parliamentary democracy with a form of proportional repre-
sentation.?? As is often the case in such systems, governments tend to be
based on coalitions of minority parties. (Only once in postwar Germany—
between 1957 and 1961—was the government not based on such a coali-
tion.) The bargaining that takes place in forming a coalition has had a sig-
nificant impact on the purposes of German aid and their evolution. As is
also the case with Denmark, that process has often put “niche issues” fa-
vored by minority parties, such as foreign aid for development abroad, on
the national political agenda. The “development wings” of the major politi-
cal parties, together with minority parties (like the Greens) or prominent
politicians with an interest in aid issues, can use the creation of a coalition
to further their particular policy agendas. This has been the case at several
important junctures in Germany, where coalition politics has repeatedly
raised the prominence of development as a purpose of German aid. The first
instance —and probably the most important one —was the creation in 1961
of the BMZ to accommodate the demands of the minority party for a foreign
affairs portfolio. The very creation of a cabinet-level development agency,
even one with few responsibilities initially, gave considerable prominence
and legitimacy to development in German aid and gave successive ministers
the status, access, and incentives to lobby at the highest levels of govern-
ment for increasing responsibilities for their ministry (which many did). In-
deed, nearly all the major increases in BMZ responsibilities—taking over
financial aid from the Ministry of Economics, absorbing aid to former so-
cialist countries from the same ministry, gaining greater responsibility for
“coherence” in all German politics affecting developing countries—came
as the result of coalition politics.

There is one other aspect of German political institutions that may have
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indirectly helped to strengthen the development purpose of German aid.
Germany is a federal republic with sixteen states, or Linder. These states
(and even municipalities within the states) have their own aid programs,
funded from their own taxes. These programs are heavily oriented toward
educating foreign nationals in Germany, but they often involve small proj-
ects abroad as well. The involvement of state and municipal governments in
development abroad has helped inform and engage the German population
in development issues and likely fortified their support for development aid
at the federal level as well —a form of “development education” not evident
to such an extent in other countries. Public opinion polls have shown the
German public generally supportive of aid, with 75 percent in favor of Ger-
man aid-giving in 1987 and the same proportion of West Germans in 1994.%
(Public support for aid declined somewhat during the 1990s, undoubtedly
reflecting the economic stresses associated with reunification. Support im-
proved again during the first half of the first decade of the new century.?*)

Interests

The interests inside and outside government competing for influence over
German aid are not different from those evident in other case studies. The
diplomatic interests in aid are centered in the Foreign Office. Even though
the Ministry of Development has the lead responsibility in aid policies and
allocations, the Foreign Office has an informal role in aid decisions, for ex-
ample, on the broad framework guiding German aid, on activities in sectors
of particular diplomatic importance and sensitivity (such as democratiza-
tion and conflict prevention and management), and, at times, on aid-giving
for particularly important countries, such as Turkey. The Foreign Office
country desks claim the right of review on aid activities planned in their
countries, and the Foreign Office can block proposals it disagrees with,
though that is reputedly an unusual occurrence. Over time, the influence of
the BMZ over the allocation and use of German aid has grown. That of the
Foreign Office has diminished somewhat but not vanished. The coalition
agreement negotiated between the SDP and its partners in 2002 stated that
“development policy is an independent part of a common German foreign
policy,” leaving room for both the BMZ and the Foreign Office to continue
their involvement in German aid.?®

A second important set of interests involved with German aid are those
organizations inside and outside government whose goals and missions are
to further development, broadly construed. Inside government, there are
principally the BMZ, the GTZ, and the KfW. Within this trio, the BMZ plays
a major role in aid policy-making, while the GTZ and KfW have much less
prominent voices. Further, these latter two organizations tend to view de-
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velopment differently: the KW takes more of a banker’s perspective —con-
cerned about growth and revenue-producing aid (the assistance they
handle consists of credits rather than grants), while the GTZ has more of a
hands-on, poverty-oriented perspective.

Outside government, there is a large, active group of NGOs engaged in
development issues, many of which act as advocates with government for
the development purposes of German aid. I have mentioned the central role
played by both Protestant and Catholic churches in Germany, but many
other NGOs have become involved in development and relief. The gov-
ernment itself funds around five hundred of them. German development
NGOs are organized into several umbrella associations, the most promi-
nent being VENRO, which includes more than one hundred of the larger
ones (some of which include groups of NGOs themselves). The German
government does not give an advisory board of individuals from NGOs au-
thority over its aid programs, as the Danes do. But as I have noted, there are
a number of points of access that NGOs have used to make their views
known to the German government.

In considering the organized groups that play a role in German aid, it is
important to recall that one unique aspect of the German aid system, the
political party foundations. Germany has long funded political party foun-
dations to promote democracy and fund some development activities
abroad. These foundations have a natural interest in the development pur-
pose of German aid, and they have extraordinary access to their political
parties—to the extent that some in Germany call them “submarines,” re-
flecting their often unseen but influential presence within their parties.
They have been informal and, by most accounts, effective lobbies within
their parties (both in government and in the Bundestag) in favor of the de-
velopment purposes of aid (especially democracy promotion). They have
been less effective on promoting increases in overall aid levels, especially
during the fiscal retrenchment of the 1990s, but have been a major voice in
the interparty consensus on the importance of aid for development abroad.
No other aid-giving country has dedicated lobbies within its political par-
ties for assistance for development.

Additionally, an informal network of constituents for development has
emerged over time in Germany—the development professionals within the
government, the “development wings” of the political parties, the political
party foundations, the churches and NGOs involved in development, and
the policy and academic community engaged in development issues. To
some extent, development ministers in the EU and in the DAC are also part
of this network, because what happens in these organizations can be used
by development advocates within Germany to push their agendas. (For ex-
ample, criticisms by the DAC of German aid are often taken up by the NGOs
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in their critiques of government policies—often with some effectiveness.
This was clearly the case on the issue of “coherence,” mentioned earlier.?)
Not all of these constituents for the development purpose of German aid
always agree on specific issues, but where these organizations are in agree-
ment, they can be influential. For example, in 1994, during an election cam-
paign, the SDP candidate for chancellor announced his intention of merg-
ing the BMZ into the Foreign Office if his party won the election, setting off
a storm of criticism from NGOs, development specialists, and advocates
who “unanimously rejected the idea for fear of development co-operation
being subordinated to other interests and losing its societal support.”* The
“development network” in Germany does not enjoy quite the access its
counterpart has in the United States, where political institutions are much
more fragmented, but the German network has proven itself to be a factor
to be reckoned with, especially on issues involving the use of aid for non-
developmental goals.

Finally, there are German commercial interests. German firms wanting
to expand their exports looked to foreign aid as a vehicle for accelerating
their entry into foreign markets in the early years of the aid program, espe-
cially when the Ministry of Economy had responsibility for a part of the aid
budget. By all accounts, their influence, like that of the Foreign Office, has
diminished over the decades of German aid but not vanished. On occasion,
when a particular enterprise has a strong interest in an aid project abroad,
it may use its informal channels of access to German officials and seek sup-
port. The Shanghai subway system was one example of this phenomenon
often mentioned in Germany as an example of the periodic influence of
German business on aid allocations. Major German firms are reported to
have lobbied government during the mid-1990s against further reduc-
tions in project aid (provided primarily by KfW), from which they bene-
fited as implementing agents.?® The access of German business interests to
aid decision-making also occurs in the annual budget process. The BMZ
proposes a yearly budget for aid, but that budget must be reviewed and ap-
proved by the Foreign Office and the Ministry of Economy, giving both min-
istries an opportunity to ensure that their interests are preserved in what
finally goes to the Ministry of Finance for final approval and transmission
to the Bundestag.

Organization of German Aid

Germany is the only major aid-giving government with a permanent min-
isterial level development agency. (Britain has on several occasions set up
a development ministry under Labour governments, only to fold it into
the Foreign Office under Conservative governments. Perhaps the current
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Department for International Development will prove an exception and
outlast a shift from Labour to Conservative governments.) The existence of
such a ministry goes a long way toward explaining the gradually increas-
ing priority of the development purpose in German aid, when both diplo-
matic and commercial purposes were prominent at the beginning of Ger-
many’s aid program. A ministerial level aid agency did not guarantee that
that agency would have control over Germany’s aid policies and programs;
rather, its existence created that possibility. It took a succession of deter-
mined ministers of development, negotiating with their prime ministers,
gradually to extend the control of the ministry over German aid and the in-
fluence of the ministry over development-related programs. That process
continues today, helped by the existence of an active development lobby of
NGOs and others outside of government—the major part of German emer-
gency humanitarian aid remains in the Foreign Office.

If the existence of a ministry of development has strengthened the voice
for development aid within the German government, the division between
a policy ministry and two major implementing agencies appears to have in-
jected an element of rigidity and weak integration of aid activities into Ger-
man aid. The GTZ, focusing on technical assistance (in the form of grants)
and the KfW, providing capital assistance, half in the form of concessional
loans, have developed quite different organizational structures and cultures
and have faced some challenges in collaborating, especially in the field.*
The division between policy and implementation in German aid has also
made it more difficult for the German government to engage in policy dia-
logue and sector-based investment programs, because development policy
expertise is in the BMZ (which has few officials in the field) and field expe-
rience and responsibilities for the technical aspects of implementation re-
side with the KfW and GTZ. It has proven difficult for the German govern-
ment to move rapidly toward greater grant-based aid, because much of what
the KfW provides is in credit form. The German government, like the Japa-
nese government and others with a division between development policy
and implementation and between two different implementing agencies
(one of which relies heavily on loan-based aid), may find it difficult to func-
tion effectively in the rapidly changing world of the twenty-first century,
where better-off developing countries that can handle credit-based aid need
it less and where poorer countries, which often need aid, find it difficult to
repay aid loans.

Summing Up

The story of the evolving purposes of German aid is an institutional and or-
ganizational one. German aid began with a strong diplomatic and commer-
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cial orientation. The influence of coalition politics led the government to
set up a Ministry of Development, which gradually increased its control
over German aid and the development focus of that aid. The personalities
of several ministers of development played a role in this evolution, as did
the expanding number and activism of development-oriented NGOs. This
process was also furthered by the easing of the diplomatic competition be-
tween East and West Germany resulting from Chancellor Willy Brandt’s
Ostpolitik in the late 1960s and early 1970s. This shift in priorities among the
purposes of German aid does not mean that the diplomatic and commercial
purposes have disappeared. The Foreign Office still has, in effect, a veto over
aid allocations and can also make its own priorities known. The Ministry of
Economy has an influence over the aid budget, and private firms can use
their access to senior levels of government to lobby for aid for important
projects abroad. But development and related purposes have priority—in
large measure as a result of the decision made in 1961 to establish the BMZ.

The story of German aid has two more messages. One is that severe eco-
nomic and budgetary stresses will usually lead to cuts in foreign aid. The
message is that where there is a wide acceptance of the obligation of rich
countries to help poor ones, combined with strong support for development
aid inside and outside government, aid is likely to rise again once budgetary
pressures ease. In the case of Germany, the election of 1998 and then the
Monterrey Conference on Financing Development in 2002, combined with
an energetic and politically well-placed minister of development, provided
the triggers for a renewed increase in German aid for development.

What might this analysis imply for the future of German aid? First, dis-
cussions about merging the BMZ into the Foreign Office appear politically
unrealistic. There are too many interests outside government (the develop-
ment wings of the political parties, backed by the political party founda-
tions, and, above all, the NGOs) and a strong voice within government that
would oppose such a move and likely make it politically costly to a chancel-
lor who attempted it. For this reason alone, the development purpose in
German aid is likely to remain prominent. The challenge confronting the
German government in its aid-giving is not the amount or direction of its
aid but the management of aid and the government’s ability to adapt a rigid
and fragmented aid system to the challenges and opportunities of the
twenty-first century.
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Denmark: The Humane Internationalist

Denmark is one of the smallest aid-giving countries, with a population of
only 5 million in the year 2000. But for several years in the 199os, it became
the most generous source of aid relative to the size of its economy, with aid
equal to 1.0 percent or more of gross national income during much of that
decade. At the same time, it gained a reputation as a leader in development
assistance, emphasizing poverty reduction in its aid projects and programs.
As a result, Denmark has been termed both a “humane internationalist”
(along with other Scandinavian countries) and a “front-runner” in aid-
giving.!

However, generosity and a focus on development and reducing poverty
are not the only characteristics of Danish assistance. Often overlooked has
been the strong commercial purpose evident in that aid—it was long the
case that roughly half of Denmark’s bilateral aid was dedicated to pro-
moting Danish exports and investment abroad. Further, at the end of the
century, several new purposes were added in the provision of Danish aid. Fi-
nally, in an apparent rupture with past policies, a Liberal-Conservative gov-
ernment with a center-right orientation, elected in 2002, promptly slashed
the level of Danish aid by 10 percent and Danish aid as a percentage of GNI
fell to 0.85 percent—third place in the index of aid generosity. What ex-
plains the mix of purposes in Danish aid, its generosity in aid-giving during
the latter part of the twentieth century, and then its apparent reversal of pol-
icy at the beginning of the twenty-first?

PROFILE

Danish aid has evolved through four stages: origin and establishment, from
the early post—-World War II period to 1970; consolidation, between 1971 and
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1990; transition, during the 1990s; and a reorientation in the volume of aid
and tone of aid-giving beginning in 2002.

Origin and Establishment

Denmark commenced its aid in 1949 when it first contributed to the United
Nations Technical Assistance program. Considering that Denmark was still
receiving aid from the Marshall Plan, this was a largely symbolic gesture, in-
tended to demonstrate Denmark’s commitment to the United Nations. In
the early 1950s, the Danes provided aid to a Korean hospital and to several
other activities in developing countries. But it was not until the early 1960s
that the Danish government, along with most other European countries,
decided it was time to create its own foreign assistance program.

As a first step in setting up an aid program, the government initiated a
national campaign to raise private funds for poor countries, promising to
match them with public funds. This campaign was an early mobilization
effort to inform and engage the Danish population on development and
aid issues and gather support for a governmental program of assistance
abroad. The campaign clearly touched a sympathetic nerve among the
Danes. In the words of a study of Danish aid, “Rarely has a cause received
stronger and broader support in Denmark. In early 1962 all the political
parties, radio and television, most newspapers, labor unions, industrial or-
ganizations, the cooperative movement, churches and a string of promi-
nent people inundated the public with pro-aid arguments.”> The campaign
was a major success and quickly culminated in a unanimous vote in the
Folketing (the Danish parliament) in support of the Bill on Technical Co-
operation with the Developing Countries, establishing Denmark’s aid pro-
gram. In addition to initiating a program of aid, this bill set up a secretariat
in the Ministry of Foreign Affairs (which eventually came to be called
DANIDA, from the Danish International Development Agency) to manage
the aid.

Aid planners from the beginning made an effort to create a strong coali-
tion of interests— commercial as well as development-oriented—as well as
public support for Danish assistance. Danish aid was divided into three
parts. Half of total aid was allocated to multilateral organizations, above all
UN agencies involved in development, such as the UN Development Pro-
gram, where states typically had one vote each regardless of their size or
wealth. This was in part a reflection of Denmark’s diplomatic interests in
aid as well as its development interests. UN organizations were especially
valued by small states like Denmark as arenas where they could play a role
and exert influence irrespective of their size and where internationally
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agreed upon rules and norms could be developed and used (in theory at
least) to constrain larger powers.

The bilateral half of Danish aid was divided into roughly equal parts, be-
tween grants for low-income countries—linked to development purposes,
which were supported by Danish NGOs—and loans to middle-income
countries tied to Danish exports, intended to further Danish business in-
terests abroad. In contrast to many other aid donors, the division of bilateral
aid between promoting development and commercial interests was initially
not so much a means of accommodating pressures from Danish manufac-
turers and farmers—such interests were quite passive at the time the aid
program was established —as an effort to encourage Danish business to be-
come engaged in the aid program in order to create a broad domestic con-
stituency—or “resource base,” as the Danes term it—for that aid.

Although responsibility for both policy formulation and implementation
of Danish aid programs and projects was located in the Ministry of Foreign
Affairs, several external advisory councils were created to guide the aid
program. One was the Board on International Development Cooperation,
which consisted of nine individuals drawn from major domestic groups
with an interest in aid (e.g., development-oriented NGOs, the Agricultural
Council of Denmark, the Danish Federation of Trade Unions, the Federa-
tion of Danish Industries, the scholarly and research community, youth
groups, and prominent individuals) who were appointed by the minister of
foreign affairs. The DANIDA Board, as it came to be known, met monthly
to review aid projects, policies, and country allocations before they were
approved by the ministers or the Folketing. While this board was advisory,
its views were taken seriously by the parliament (which came to expect the
imprimatur of the DANIDA Board before government aid projects were
sent to it for approval) and by the government, giving it quite a lot of de
facto power. The government also established the much larger Council on
International Development Cooperation, made up of seventy-five members
from the same groups represented on the DANIDA Board plus others,
which met twice yearly to review the annual report of the DANIDA Board
and the five-year, rolling aid budget. This council’s influence over Danish
aid was limited.

During the 1960s, Denmark was one of the least generous aid donors rel-
ative to the size of its economy, in stunning contrast to its position by the
end of the century as the most generous aid donor in relative terms. In 1965,
for example, Denmark’s aid was 0.13 percent of its GNP—only three coun-
tries (Switzerland, Italy, and Finland) gave less proportionately, and the
DAC average at that time was 0.48 percent.’* However, after being roundly
criticized by the DAC in mid-decade for its stinginess, the Danish govern-
ment began to increase its aid rapidly during the latter part of the decade,
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more than tripling it between 1964-66 and 1970 (see fig. 7.1).* (The overall
average increase for DAC members was just under 100 percent during the
same period.)

As a small aid-giver, the government wanted to concentrate its bilateral
aid for development in a few countries for maximum impact. It identified
several “concentration countries” on which it would focus its aid efforts,
including Tanzania, India, and Kenya. Tanzania was popular in Denmark
because its president, Julius Nyerere, was seen as holding values and pur-
suing policies very much in line with the values shared by many Danes and
especially by the Social Democrats and other left-wing parties in power
there. India was the world’s largest poor country (apart from China, which
was inhospitable to Western aid at this time). Kenya held a special interest
for Danes because one of their most famous writers, Karen Blixen (a.k.a.
Isak Dinesen), settled there and had, in the words of one observer, estab-
lished through her books on life in Kenya a “sentimental bond” between
Danes and Kenya.> These countries remained those most aided by Denmark
through the end of the 1980s (see table 7.1). (Kenya was finally dropped
from the main aid recipients at the end of the 1990s because of its poor
human rights record. India was dropped in 1998 because of its nuclear
weapons program and testing in that year.)

In 197071 roughly 40 percent of Danish bilateral aid (mainly, its grant
aid for development purposes) went to the four recipients listed in table 7.1.
At the same time, Denmark provided small amounts of aid to numerous
other developing countries, much of it in the form of tied loans aimed at ex-
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TABLE 7.1. MAJOR RECIPIENTS OF DANISH AID

1970-71 1980-81 1989-90 1999-2000
Tanzania Tanzania Tanzania Tanzania
India Bangladesh Bangladesh Uganda
Egypt India India Mozambique
Kenya Kenya Kenya Egypt

Note: Recipients listed by amount of aid, in descending order, from the same source as
table 6.1.

panding Denmark’s export markets. Some sixty countries received this form
of assistance between 1963 and 1998.

Consolidation

The 1970s through the 1980s marked a new phase in Danish aid, involving
the consolidation of aid programs. The period saw periodic debates in par-
liament and among the interested public on aid issues— often generated
by domestic concerns and the political process but also provoked by major
international reports on aid and activities of the DAC. Compared to the
United States or France, Denmark was unusually responsive to interna-
tional debate and criticisms of its aid, in part because foreign aid became
such a prominent element in Danish foreign policy and in part because of
the degree of domestic interest in development issues.

In 1970, prompted by the publication of the Pearson Report, Partners in
Development,® the government commissioned a review of Danish aid. This
review led to the passage of the Act on International Development Coop-
eration in 1971, which for the first time formulated the objectives of Dan-
ish aid: “The objective of Denmark’s public assistance to the developing
countries is through cooperation with the governments and authorities of
these countries to support their efforts to attain economic growth in order
through that to contribute towards securing their social progress and polit-
ical independence.”” Also at this time, an effort to establish an aid agency
independent of the Ministry of Foreign Affairs (reflecting fears on the part
of those most attentive to the development purposes of Danish aid) was
turned back by the government. DANIDA was upgraded to a full depart-
ment within the ministry.

The rather broad formulation of the purposes of Danish aid and the issue
of where DANIDA was located organizationally reflected the various inter-
ests maneuvering for influence over the aid. The quarter of Danish aid that
was tied to Danish exports had now actively engaged Danish commercial in-
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terests in the program. These aid transfers were associated with the “mod-
ern” sector of the better-off countries receiving the aid —thus, the language
in the statement of purposes about “economic growth.” The developmental
uses of aid, strongly supported by DANIDA and the many NGOs engaged
in development advocacy, focused increasingly on “social progress” (which
would soon be interpreted as “poverty reduction”).

Continuing to locate DANIDA in the Ministry of Foreign Affairs
reaffirmed the view that Danish aid was part of Danish foreign policy, and
upgrading its status to a department underlined its importance in Danish
diplomacy. Tensions between diplomatic and development purposes of
Danish aid were mild, because Denmark did not have a foreign policy
driven by geostrategic concerns. However, Denmark, as a small country on
the periphery of Western Europe, did not want to be limited in the scope of
its diplomatic presence only to its region. Aid was a vehicle for expanding
that presence into distant lands. The choice of which countries to aid—and
concomitantly, where to establish Danish embassies in Africa, Asia, and
Latin America—was especially influenced by Denmark’s choice of develop-
ment concentration countries, especially those with a commitment to pov-
erty reduction, such as Tanzania. Generous amounts of aid were also means
of projecting an image of the country at home and abroad as a humane in-
ternationalist—an image that fit the role that Nordic countries had begun
to envision for themselves as the “social conscience of the world.”®

But I get ahead of my story. During the 1970s, periodic debates in the
Folketing and elsewhere gradually forged a measure of consensus on the
implementation of Danish aid: that aid should not carry political conditions
and that it should respond to “recipient preferences.” This meant that re-
cipient governments were to play the major role in deciding on the use of
the aid, not the government of Denmark. Further, Danish bilateral aid for
development purposes would concentrate on the poorest countries—echo-
ing mainstream development thinking of the period that emphasized using
aid to meet the “basic human needs” of the poor. With regard to bilateral as-
sistance for commercial purposes, during the 1970s DANIDA began to ex-
ercise a greater influence over this aid, now making sure it was not just op-
portunistic expenditures but also associated with development projects in
recipient countries.

In 1980 the Independent Commission for International Development
Issues (popularly known as the North-South Commission) issued its report
To Ensure Survival — Common Interests of the Industrial and Developing Coun-
tries (also known as the “Brandt Report,” from the chair of the commission).
Like the Pearson Report of a decade earlier, this study, which contained a
number of recommendations involving actions by rich countries to help
further development in poor ones, led the Danish government to set up an
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internal commission to review its own development policies. The result of
this review, which was called the “Ole Bang Report,” urged that the poverty
focus of Danish aid be made more explicit. In its debate on this report, the
Folketing chose not to accept this recommendation, to avoid giving the im-
pression that Danish business (which had limited opportunities to sell its
exports in the poorest parts of the poorest countries) would be squeezed out
of the aid program.

Perhaps the most dramatic debate on Danish aid took place in the par-
liament in 1985. At that time, the Social-Liberals proposed that Danish aid
be increased to 1 percent of GDP by 1992.° The government was against this
idea, but the Social-Liberals, Social Democrats, and other left-wing parties
outvoted the government, and the government accepted the policy. This
initiative reversed a stagnation in Danish aid over several years between
1981 and 1985, causing it to increase rapidly until it reached 1.0 percent
of GNP in 1992 as planned, where it remained for most of the 1990s.

Following the parliamentary vote in 1985, the government produced
an Action Plan for Danish aid in 1987 that confirmed the 1 percent goal,
reaffirmed the poverty orientation of Danish aid, and also reaffirmed that
25 percent of that aid would continue to be tied to Danish exports. Addi-
tionally, the report stated that economic liberalization was needed in much
of Africa—reflecting the prevailing development thinking at the time. This
represented a shift away from Denmark’s traditional position of “recipient
preference,” mostly reflecting Denmark’s discouraging experience in aiding
Tanzania, where a relatively large amount of Danish aid over an extended
period of time had little apparent impact on Tanzania’s economic progress
or the quality of its economic management, both of which had proven dis-
appointing. Furthermore, it was decided that Denmark would adopt a coun-
try programming process—something it had avoided in the past because of
its previous orientation toward recipient preferences. Thus, Copenhagen
would now take a more proactive posture in planning its aid. Finally, the
Action Plan sounded several other cross-cutting themes that would influ-
ence Danish aid in the 1990s: environmental concerns, gender equality, and
human rights. These issues were gaining increasing prominence in a num-
ber of aid-giving countries, especially among the NGOs.

In 1988 the parliament decided to change the tied-aid program. It con-
verted the loans to grants and dropped the formal distinction between tied
and untied aid. This did not mean, however, that Danish aid was in fact no
longer tied to Danish exports. The government maintained an informal
tying arrangement and expanded the number of “cooperation countries”
(in which bilateral grant aid had been concentrated in the past) to twenty
“program countries,” permitting tied aid to be spent in all of them. (This was
an effort to reduce the total number of aid recipients to twenty, from the
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sixty that had been aided in the past.) The “program countries” would be
chosen according to a number of criteria, including the level of their devel-
opment and economic needs, the supply of aid from other donors and the
capacity of the country to use the aid well, the possibility of promoting en-
vironmentally sustainable development and human and gender rights, and
the opportunities for engaging Danish business in aiding the country.

What was happening here was an easing in the terms of Danish bilateral
aid and a lessening of the obvious tying arrangements, consistent with DAC
practices at the time. But tying nevertheless remained a part of that aid, and
the government consistently stuck to that position. Along with the Japanese
and the French, the Danes resisted pressures to untie its aid up through the
end of the century, including scuttling an international agreement among
aid-giving governments on untying aid that was almost reached in 2000.°
This was pure domestic politics—the Danes were fearful of losing the sup-
port of the business community for their (relatively) large aid program and
losing the six thousand to eight thousand jobs in Danish enterprises that
were thought to depend on that aid.* Thus, while some aspects of Danish
bilateral aid had become more accommodating to the development pur-
poses of that aid during the period of “consolidation,” aid’s commercial
goals, especially through tying, continued to be protected by the govern-
ment, albeit those commercial purposes were increasingly constrained by
development criteria.

Transition

The 1990s were a period of expanding purposes for Danish aid, as they were
for many other aid-giving governments. But first of all, as part of a reorgan-
ization of the Ministry of Foreign Affairs in the wake of the end of the Cold
War, it was decided fully to integrate DANIDA into the ministry. After 1991
there would be no separate department for DANIDA nor (apart from tech-
nical experts) even a separate career staff. The ministry was divided into
“North” and “South,” and DANIDA (now applied to activities rather than to
an organizational entity) occupied much of what went on in the “South.” At
the same time, greater authority over aid decisions was decentralized to
Danish embassies in the field, now also fully integrated to include both
former DANIDA and Foreign Ministry staff. Perhaps to fortify the develop-
ment purposes of Danish aid in light of the full merger of DANIDA into the
Ministry of Foreign Affairs, in 1993 the government reestablished the post
of minister of development cooperation (within the Ministry of Foreign
Affairs).

In 1992, around the time of the United Nations Conference on Environ-
ment and Development in Rio de Janeiro, the Folketing voted (again against
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the government’s wishes) to create a new Environment and Disaster Relief
Facility and to fund it with a further increase in Danish aid by 0.5 percent of
GNP by 2005. This facility, implemented by the Ministries of Environment
and of Foreign Affairs, was in part stimulated by the Rio Conference and by
the rising prominence both of environmental issues and problems of con-
flict in developing countries, especially in Africa. (The name of this facility
was later changed to Environment, Peace and Stability Facility and eventu-
ally divided into an Environment Facility and a Peace and Stability Fund.)
In the following year, a Secretariat for Environment and Sustainable Devel-
opment was created to manage funds for these purposes. Though not ac-
knowledged as such at the time, these initiatives were a de facto recognition
of the increasing importance of two of the new purposes of aid in the
1990s—addressing global problems (which included the environment) and
managing conflict.

It was also in 1992 that Denmark reached the target of aid as 1 percent of
GNP. It is notable that to achieve this target, Danish aid increased rapidly in
the early 1990s even though overall government spending declined. The
priority ascribed to Danish aid was strong enough to protect it from budget
cuts—in contrast to many other aid-giving countries during the early
1990s.

Changes also took place in the use of Danish aid for commercial pur-
poses. One result of the shift in the way tied aid was managed in the late
1980s was a drop in the proportion of Danish aid spent on Danish goods and
services. In an effort to offset that drop, the government undertook several
initiatives in favor of Danish industry, including in 1993 a new “mixed-
credit” program (in which aid monies were mixed with export credits to re-
duce interest charges and create attractive financing packages for Danish
exporters).” The government also created a Private Sector Development
program to support the establishment of partnerships between Danish firms
and enterprises in developing countries, thus promoting Danish investments
abroad as well as the development of the private sector in poor countries.
While the business community at first resisted the shift away from tied aid
(and, by implication, the use of aid to promote exports), by the end of the
decade, Danish businesses and their umbrella organization, the Confedera-
tion of Danish Industries (Dansk Industri), had become enthusiastic about
partnering with enterprises in developing countries to further private sec-
tor development there. (Such partnerships could also eventually help expand
the demand for Danish exports, of which Danish industry was well aware.)

Giving more prominence to the use of aid for conflict management in
1993, Denmark initiated a program of Transitional Assistance for countries
undergoing political change, whether from conlflict or shift of political re-
gime. Most of the recipients of this aid were countries emerging from con-



DENMARK 199

flict, such as Liberia, Cambodia, or Rwanda. Aid for political transitions in
the poorer countries of the former socialist bloc—for example, Albania and
Mongolia—was also included in this initiative. Denmark also began to pro-
vide assistance to support economic and political transitions in countries
of Central and Eastern Europe. This aid was coordinated by the Ministry of
Foreign Affairs and implemented by eighteen other government ministries
and agencies. Finally, in 1990 the government set up a Democracy Fund to
provide such support for Eastern Europe and the Baltic countries. (This
fund’s activities were later extended to developing countries as well.) Thus,
by 1993, we can see in Danish aid signs of the new purposes also evident in
the aid programs of other aid-giving governments: aid for global problems
(mainly the environment); aid for democracy and for economic and politi-
cal transitions; and the beginnings of aid for conflict management.

In 1994 the new Social-Democratic-led government produced a revised
aid strategy document, entitled A Developing World: Strategy for Danish De-
velopment Policy towards the Year 2000, also known as Strategy 2000. In
preparing this strategy, the ministry engaged the domestic “resource base”
supporting foreign aid in an extended consultation. This process was as im-
portant to the government as a means of constituency strengthening as was
the final policy document it produced. The document itself can be seen in
part as a restatement of past aid policies—in particular, the emphasis on
poverty reduction, with the added detail of how that goal would be accom-
plished (that is, concentrating aid in low-income countries and especially
poor areas in those countries and financing activities in the social sector).
However, this document can also be read as confirming the rise of newer
purposes in Danish aid. Global problems—in particular, the environment
and (after the UN conference on population) population issues—were
highlighted. Gender equality and the importance of promoting human
rights and democracy were also included.

Strategy 2000 reaffirmed the earlier decision to concentrate Danish aid
in twenty “program countries” and called for an increased use of sector-
wide assistance programs (SWAPs—the financing of approved investment
budgets of particular ministries, such as health or agriculture, in develop-
ing countries), implying a move away from the funding of projects. This
change, which was also adopted by a number of other aid agencies, was in-
tended to improve the flexibility and effectiveness of Danish aid. Finally,
Strategy 2000 described Danish policies in international organizations as
“active multilateralism”—signaling a more energetic engagement on the
part of the government in pursuing the development objectives of its aid in
multilateral aid agencies.

Six years later, in 2000, the government issued yet another new strategy
paper, called Partnership 2000.** This paper reaffirmed past policy commit-
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ments but added several new priorities: addressing the problem of HIV/
AIDS (another element in what I have termed “global problems”); address-
ing the well-being of children and youth; and explicitly addressing the issue
of conflict prevention and management. Global problems and conflict man-
agement, along with poverty reduction and human rights, were increas-
ingly prominent among the priorities of Danish foreign policy.

To sum up the evolving profile of Danish aid during the twentieth cen-
tury, three interesting trends stand out. One is the rapid rise in that aid
throughout part of the 1970s to the end of the century, based on broad pub-
lic support and the engagement of key elements of Danish society—espe-
cially NGOs and the business community—in the aid program. Aid for
development was popular enough that the Folketing twice forced the gov-
ernment to accept higher levels of aid than it had planned or wanted.

Second, there was over time an increasingly explicit focus on poverty re-
duction as the stated main purpose of Danish aid. It would be mistaken,
however, to conclude that in the competition for influence over Danish aid,
NGO and development interests won out over commercial interests. There
has been a conscious effort on the part of government toward compro-
mise—in particular, to ensure that Danish commercial interests are pro-
tected in the Danish aid program, often offsetting changes in favor of pov-
erty reduction with initiatives beneficial to business. Third, during the
1990s, when the rhetorical emphasis on poverty reduction as the core focus
of Danish aid was the most explicit, other purposes were added.

The New Century: A Reorientation

The election of 2001 brought a significant shift in Danish politics, the vic-
tory of a right-of-center liberal-conservative alliance,** which included for
the first time the Danish People’s Party (DFP), a far right party. Because it
was the third largest party in the Folketing, the Danish People’s Party (albeit
not a member of the government itself) was a critical member of the coali-
tion in parliament on which the government relied to pass its legislation.

This shift toward the right in Danish politics reflected a growing dissat-
isfaction among the Danish population with liberal immigration policies
and high taxes. (In fact, the two were linked in the election campaign of
2001.) Further, the Liberal Party campaigned on a promise to increase ex-
penditures on health care and reduce foreign aid to fund them. It also said
that it would no longer be bound by Denmark’s policy of providing 1 percent
of its GNP in foreign aid, though it promised that aid would still be above
the 0.7 percent UN target.

Upon taking office, the new government proceeded to reduce Danish aid
by 10 percent, bringing it down to 0.9 percent of GNP in 2002. It also re-
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versed the earlier policy of putting aside an additional 0.5 percent of GNP
for environmental, peace, and stability projects, reduced the budget for
those projects by 50 percent, and transferred responsibility for them from
the Ministry of Environment to the Ministry of Foreign Affairs. The gov-
ernment also reduced the number of its countries of concentration, can-
celed programs in several countries regarded as having a record of poor
governance, and eliminated several advisory committees (though not the
DANIDA Board). The government eliminated the post of minister of devel-
opment (within the Ministry of Foreign Affairs).'* The opposition Social
Democratic party objected strongly to the cuts, arguing that “Our claim of
being world leaders in foreign aid has been destroyed.”’® However, there
was little public protest of the reduction in aid; in fact, half the public sup-
ported the reduction in foreign aid, with only 36 percent against."” Finally,
the Social Democratic party found itself indirectly supporting the cut in aid
in order to fund an increase in funding for health care at home, something
on which it put a high priority.'®

In 2002 the new government completed a review of Danish aid. It an-
nounced that “the Government wishes to break with the habitual thinking
of years which dictates that if only assistance increases everything will be
good.” It put considerable emphasis on democracy, human rights, and
good governance as criteria for Danish aid, deciding to eliminate aid to Zim-
babwe, Malawi, and Eritrea and to limit aid to other governments not meet-
ing these criteria. It also put heightened emphasis on promoting the private
sector in developing countries and promised to “boost the possibilities for
Danish enterprises to contribute to the development of the private sector.”
Later, in 2003, the government produced a white paper, A World of Differ-
ence: The Government’s Vision for New Priorities in Danish Development Assis-
tance 2004-2008,* that listed the priorities for Danish aid in the future.
Poverty reduction was the “number one priority” Next came human rights,
democratization and governance; stability, security, and the fight against
terrorism; refugees, humanitarian assistance with a special emphasis on the
countries from which refugees in Denmark originated; the environment;
and social and economic development. It is worth noting that this list ref-
erenced the fight against terrorism and refugees—two issues that had not
been priorities in the past. They were, in fact, linked and reflected the un-
ease in Denmark about the influx of refugees and the growing resistance
among the population to further immigration. If something could be done
to stabilize and assist countries from whence the refugees came, it might be
possible to stem the flow.

The question arose as to how far the new government would go in cut-
ting and reorienting Danish aid. The general view in 2003, based on inter-
views with senior officials, was that the government would not cut the aid
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further (and it did not do so in the 2003 budget) and that it would not at-
tempt fundamentally to reorient Danish aid away from its past emphasis on
poverty reduction. The position of Denmark as a “front-runner” in aid-
giving was too important to lose, and the support in Denmark for aid to re-
duce poverty was too widespread to ignore.?* In a paper published in 2004,
the government confirmed its intent to remain “in the forefront interna-
tionally [of development assistance] and this is to be maintained in the fu-
ture. . . . Denmark’s position in the forefront of the donor field provides
clout and influence.”??
That white paper also had the following language, however:

Since it came into office, the Government has worked to strengthen the
effort to help refugees, the internally displaced and the permanently resi-
dent local populations in the refugees’ regions of origin and areas marked
by illegal migration. The activities in regions of origin will be strengthened
in the coming years. Direct Danish region of origin assistance will continue
to be developed in relation to activities and possible new countries of ac-
tivity. . . .

.. . By means of the region of origin initiative, it should be possible to also
improve conditions in the home regions of the refugees and internally dis-
placed, giving them the possibility of returning home.

Alink with the Danish national refugees effort must be established. What
we do abroad and what we do at home must pull in the same direction.

This language reflected the concern of the ruling coalition regarding
refugees within Denmark and its intent to use aid in the future to reduce
refugee flows, above all by helping to improve conditions in their countries
of origin. Further underlining the relationship between aid and reducing
refugee flows was a government decision in August 2004 to re-create the
portfolio of minister of development and give it to the new minister of im-
migration and integration (the latter term referring to the absorption of
refugees into the Danish society and economy). This change did not mean
that the management of Danish aid programs would be transferred to the
new ministry. That responsibility remained in the Foreign Ministry. Only
the responsibilities of the ministerial position (policy and public spokes-
person on development) were shifted.

The combination of the development and immigration portfolios—even
if only temporarily vested in the same person—was an unusual move. No
other aid-giving government had moved to combine these two types of
responsibilities. It appears that it was undertaken in part to please the con-
servative Danish People’s Party (a key element in the government’s parlia-
mentary governing coalition), whose leader commented, “We’ve long sup-
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ported pairing immigration policy and Third World Aid funds to provide
help in neighboring refugee countries. And beyond that, I'm confident that
refugee returns will be accelerated.”?* After the election of January 2005,
the development portfolio was returned to the Ministry of Foreign Affairs.

The emphasis on reducing and even reversing the refugee flow to Den-
mark with foreign aid reappeared in the government’s August 2005 report
Globalisation— Progress through Partnership: Priorities of the Danish Govern-
ment for Danish Development Assistance 2006—2010. Among the nine priori-
ties for Danish aid was

Regions of origin— coherence home and abroad

The Government will strengthen Danish development assistance in regions
of origin. The policy will aim to improve the living conditions of both dis-
placed and local populations. An important goal will be that refugees and in-
ternally displaced persons as quickly as possible are given the opportunity to
return and establish themselves either where they come from or close to
their home areas. The government will increase the total funding allocated
to efforts in regions of origin . . . and simultaneously work for the establish-

ment of a global repatriation facility.>

These statements and shifts in responsibilities for the aid portfolio did
not turn development aid into aid to reduce refugee flows and repatriate
refugees already in Denmark. But it did demonstrate a readiness, at least
among some Danish officials, to shift Danish aid in this direction (creating,
in effect, a new purpose for Danish aid)—a tendency that seemed likely to
gain momentum in the future, given the sensitivity of the refugee issue in
the governing coalition and among the Danish public.

POLITICS

The profile of Danish aid raises three main questions that will guide my po-
litical analysis: What factors influenced the purposes of Danish aid? Why
did the Danes decide to become and remain the largest aid donor relative to
the size of their country’s economy? And what do the changes in the new
century tell us about the underlying politics of Danish aid and its likely fu-
ture purposes?

Ideas

Itis difficult to be a Dane. Seen from the outside, most would say that the op-
posite was true: That being Danish is the easiest thing in the world. The

country is well run, well organised, there is very little difference between
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high and low, rich and poor, the social safety net is securely in place, etc., etc.
Even so, we still feel that something isn’t quite right. We don't, for example,
travel abroad with the same air of nonchalance as a German or Swede or
an American. We are a little more unassuming, we don’t raise our voice in
restaurants or other public places. Mentally, I suppose you could say we
stand there with our hat in our hand, apologetic, a little self-effacing. Except

when we do find a role we’re comfortable with. . . .

Thus began a delightful essay entitled “Oh! To Be Danish,” posted on the
website of the Ministry of Foreign Affairs.?® The tenor and tone of the essay
capture the challenge to Denmark of finding a role for itself in the post—
World War IT world. As a small country on the edge of Western Europe, Den-
mark could not wield significant influence in the Cold War or even play a
major role in European issues. Could it find a niche internationally where it
could “punch above its weight”?%

One arena where it found that niche proved to be in development coop-
eration. Its high and rising (relative) aid levels and its policy emphasis on
poverty reduction and development in poor countries were seen as provid-
ing the country with a role consistent with its size and values, while en-
hancing its status in the field of development cooperation. This generous
aid policy created a reputation “of democratic and humanistic principles
that contributes to the good international reputation and status of Den-
mark.?®

Danish aid thus became a significant element in Denmark’s foreign pol-
icy and its image of itself in the world as a leading “humane international-
ist.” This idea of its aid and its role in the world are understandable, given
the constraints of size and geography on Danish foreign policy. But the
choice of that role was by no means inevitable. Other small countries—for
example, Austria, Canada, Finland, and Ireland —have chosen to provide
much smaller amounts of aid as a proportion of their gross national in-
come.* To understand this choice, we must dig deeper into the widely
shared ideas held among Danes about the appropriate relationship between
rich and poor and the role of the state in society.

Denmark has been among the most enthusiastic supporters of the wel-
fare state® in the post-World War II world, offering a wide array of gov-
ernment services to the entire population, funded by relatively high taxes.
Behind the broad acceptance of the welfare state in Denmark is a long his-
tory—of an emphasis on social justice and equality within Danish society
and an acceptance that the state is an appropriate vehicle for realizing these
goals. In the words of one observer: “The role of the state is the dominant
element in the broad interpretation of the major features of Danish modern
social history.”*! It was a short step for the Danes to view public aid for pov-
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erty reduction abroad as a logical extension of these widely accepted values
and practices. Indeed, the same observer commented on “the very strong
Danish tradition of support for forms of social development through public
expenditure. This tradition has created a broad sympathy for the idea of
transfer of resources from the rich North to the poor South, as an interna-
tionalization of the welfare state and the implied public support for social
development.”® Those views were reflected in high and rising public sup-
port for Danish aid over much of the period of this study—in 1998, for ex-
ample, 84 percent of Danes thought that aid to developing countries was
“important,” and before the election campaign in 2001, a poll found that
70 percent of Danes thought that the relatively high level of Danish aid
(over 1 percent of GNP) should “remain unchanged.”*

There is one more idea that informed the Danish approach to foreign aid,
contributing to the ability of the government to create and maintain broad
public support for Denmark’s relatively large aid program. That is the value
in Danish culture placed on reaching compromises and consensus among
differing views. As one of Denmark’s experts on aid observed, “there is a tra-
dition, within the political culture of Denmark, of political consensus.”**
The tendency toward political compromise is evident in the policy changes
in Danish aid over time. For example, when commercial interests lost an ad-
vantage in one area (e.g., ending formally tied aid loans in 1988), they were
given another (an expansion in the number of countries where “informally”
tied aid could be spent). In another example, when a move to take DANIDA
out of the Ministry of Foreign Affairs was rejected, DANIDA was elevated
in status within the ministry; when DANIDA was fully integrated into the
Ministry of Foreign Affairs, the post of minister of development coopera-
tion was reestablished. Compromise as a cultural norm in Danish politics
has undoubtedly been strengthened in the area of aid policies by the tactics
of successive governments wishing to manage aid issues and debates in a
way that retains the support of the aid “resource base” (that is, the constit-
uencies supporting aid) and the public for foreign assistance.

These ideas provided frames, and behavioral norms may have predis-
posed Denmark to supporting large amounts of aid with an emphasis on de-
velopment. However, it was interests and political institutions in Denmark
that helped put aid and development, as well as other purposes, on the po-
litical agenda and helped decide the amount and direction of Danish assis-
tance.

Institutions

Denmark is a constitutional monarchy based on a parliamentary system and
proportional representation. This arrangement has produced a number of
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political parties—between eight and ten at most periods. It has also pro-
duced minority governments for most of the second half of the twentieth
century, often involving a Conservative-Liberal bloc (somewhat more busi-
ness oriented —the basis of the government in 2001 and again in 2005) or
a Social Democratic-led bloc (somewhat more left oriented). Minority gov-
ernments must maintain a coalition within the Folketing adequate to get
their legislation passed. That can involve relying on an informal coalition of
often small parties (not necessarily all of which are within the government).
These parties, as the price of their support for government policies in par-
liament, can put their own issues—including development aid —on the na-
tional agenda. On occasion, groupings of parties in parliament can pass leg-
islation even over the objections of government, thus forcing action on their
favored issues. The tendencies toward minority governments have “given
the Folketing and the political parties a quite extraordinary influence on the
policies of changing governments, including North-South policy.”**

When one minority party can make or break a coalition and, therefore, a
government, the issues important to that party become important to the en-
tire government. The Radical-Liberals—a relatively small party—were of-
ten the swing party in parliamentary coalitions during much of the period
of this study. Foreign aid was one of their concerns, and they were thus able
to ensure a high priority for generous aid for development in government
policies, with the support of other left-leaning coalition parties.*® It was this
party that in 1985 proposed in the Folketing that the government adopt a
target of 1 percent of GNP for Danish aid (over the opposition of the gov-
ernment at the time). Later, in 1992, they proposed the creation (again over
government opposition) of the Environment and Disaster Relief Facility
to expand aid yet further, which was also passed in the Folketing.

Thus, a combination of broad popular support for aid combined with the
nature of Denmark’s political institutions and parties led to high levels of
aid and a focus on the development purpose of that aid. A third example
of a party in the government’s coalition pushing aid-related issues is the
2004 decision by the center-right government to shift the portfolio of min-
ister of development to the new Ministry of Immigration, Integration, and
Development. The speculation, noted above, was that it had much to do with
placating the Danish People’s Party—an important element in the govern-
ment’s coalition in parliament and one that was hostile to refugees in Den-
mark and saw development aid as a tool for reducing their numbers.

Another aspect of Danish political institutions is the active engage-
ment in aid issues—even involving approval of specific projects—by the
parliament, lending an unusual degree of transparency to Danish aid-
giving. This has had two important consequences for Danish aid. First, the
parliament—and by implication, the Danish public—has participated in
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periodic and extended debates on foreign aid, based on a series of reports
and major legislative initiatives involving that aid. These debates, in turn,
have helped inform parliamentarians and the public on aid matters and,
because there were few attacks on the legitimacy or effectiveness of that
aid, have served to develop a degree of understanding and support for Dan-
ish aid among the population and political elites (in the terms used earlier
in this study—embracing the norm that affluent Denmark should provide
substantial aid to poor countries). The consensus on high aid levels and
their continuity over time did not prevent a substantial cut in Danish aid in
2001 with the assumption of power of a center-right government, but it ap-
pears to have limited that cut to a one-time phenomenon.

Interests

The major groups of interests engaged in Danish aid have been mentioned.
Diplomatic and development interests tended to merge more in Denmark
than in the other countries considered in this book. Within the govern-
ment, these interests were located in the Ministry of Foreign Affairs. Out-
side the government, some two hundred NGOs of various kinds were in-
volved in Danish aid as advocates, implementers, educators of the public, or
all three: churches and missionary societies, cooperatives, unions, public
interest groups, and several large relief and development-oriented organi-
zations, including the Danish Red Cross, DanChurchAid, Mellemfolkligt
Samvirke (Danish Association for International Cooperation), and numer-
ous smaller ones. The relatively large number of NGOs with an interest in
relief and development is part of a larger tradition of extensive and active
civil society organizations in the country. In the words of one expert on
Danish aid, “There is no doubt that the Danish NGOs . . . exerted consider-
able influence on selected parts of the Danish aid policy,” in particular, with
regard to the participation of the beneficiaries of development in deter-
mining how the aid was used, plus the importance ascribed to human
rights, gender issues, and the environment. This same expert suggests, how-
ever, that the close relationship between the major NGOs and the govern-
ment (and their reliance on government funding) led to their being “co-
opted,” reducing their willingness to criticize government policies.*”
Danish industry, especially firms wishing to export abroad, has been ac-
tive in Danish aid, primarily through the Confederation of Danish Indus-
tries, the organization representing the interests of Danish enterprises.
While the goals of Danish business in engaging with foreign aid have shifted
somewhat during the period of this study, from primarily export expansion
to strengthening the private sector in developing countries, the importance
of exports and of the jobs at home dependent on them has not vanished. It
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appears, for example, that in 2002 the new government was considering
eliminating Danish aid for Vietnam along with several other country pro-
grams it canceled but decided not to do so because of the interests of Dan-
ish business in the sizable and promising Vietnamese market.*® While not
as prominent as the Danish Business Council, the Danish Agricultural
Council, toward the end of the 1990s, also began to support the establish-
ment and strengthening of similar organizations in developing countries.

Organization

Another important factor explaining the amount and purpose of Danish aid
is the way the government was organized to manage its aid. Two character-
istics of the organization of Danish aid make it quite unusual: one is that
DANIDA has always been located within the Ministry of Foreign Affairs and
by the end of the century, was fully integrated into that Ministry. The sec-
ond is an institutional arrangement that gave the constituency for aid for-
mal access and influence over the program—the DANIDA Board. Let us
consider the impact of these arrangements on the purposes of Danish aid.
Figure 7.2 shows in a highly simplified form the elements in the organi-
zation of Danish aid at the end of the twentieth century. In contrast to coun-
tries I've presented in the other cases, Danish aid is unified in one govern-
ment ministry. Because of the influential role of the DANIDA Board and the

FIG. 7.2. THE ORGANIZATION OF DANISH AID, 2003
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Source: DAC, Development Co-operation Review: Denmark (OECD, Paris, 2003), 18, http://
www.oecd.org/dataoecd/23/63/2956543.pdf (accessed October 2005).
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Folketing and the relationship between the two, however, I have shown
them as part of the overall organization chart.

The location of DANIDA within the Ministry of Foreign Affairs gave
Danish aid a prominence and importance in Danish foreign affairs (and an
influence within government) that it would likely have lacked if DANIDA
had been created as a subcabinet-level agency independent of the Ministry
of Foreign Affairs, as was proposed and rejected in the early 1970s. This
arrangement also gave DANIDA a measure of bureaucratic protection from
temptations on the part of other ministries to try to influence the use of
aid resources—a protection that it would not have had if it had been an au-
tonomous agency. Finally, combining policy with implementation in the
same organization provided DANIDA with an experienced, coherent voice
on development aid within the ministry. And because the goals of Danish
diplomacy seldom contradicted the developmental purposes of the aid,
the often strong tensions between diplomatic and developmental purposes
found in aid programs of other countries were little in evidence in Den-
mark. (What may be developing in Danish aid, however, are tensions be-
tween domestic policies favoring the repatriation of refugees in Denmark
and the broader development goals of Danish aid. This emerging purpose of
Danish aid can influence the country allocation and use of aid and these
could conceivably undercut the development purpose, especially if coun-
tries of origin are poor development performers.)

A second unusual aspect of the organization of Danish aid was the
DANIDA Board. The Board was established in the original law creating the
Danish aid program, passed in 1962. Whether originally envisioned or not,
the board came to perform several important functions vis-a-vis Danish aid.
With representatives from various areas of Danish civil society, this Board
in effect formalized access and ensured influence over Danish aid for its
various constituencies. Thus, the Board became a vehicle for creating and
maintaining a constituency within Denmark of sufficient size and strength
to carry forward a relatively large aid program. The Board’s ample repre-
sentation from Danish civil society also ensured that even though DANIDA
was part of the Ministry of Foreign Affairs, there was not undue diplomatic
influence over the allocation and use of Danish aid. But what really gave
DANIDA clout over Danish aid was the importance of its imprimatur for
the parliament. Government typically would not send aid projects and pro-
posals to parliament without the support of the DANIDA Board. (I am not
aware of any other aid agency that has ceded as much authority to an exter-
nal advisory board as has DANIDA.) Part of the “deal” in being on the board
was to analyze and critique Danish aid proposals when they were first
floated, but then to defend them to the board member’s constituency and
the public. The potential tensions among board members and other con-
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stituents of aid over the purposes of that aid —especially the development
versus commercial purposes—were managed by ensuring that major ele-
ments of the constituency had a piece of the aid.

A third element is the role of the Folketing. It was the active engagement
of this legislative body in Danish aid issues and its expectation that propos-
als (including specific aid projects) would be presented to it for considera-
tion only after the DANIDA Board had approved them that gave the board
its extraordinary influence over Danish aid.

This unusual organizational arrangement was stable over several dec-
ades. As with other aspects of Danish aid in early 2005, it is not clear
whether these arrangements face fundamental change as the Danish par-
liament and government move to align Danish aid more with the refugee
policies of the center-right governing coalition.

Summing Up

Why did Denmark become the largest donor relative to its gross national in-
come and remain so over several years? The ideas shaping Danish aid sup-
ported such an approach and the Danish government framed the aid in
terms of broadly shared values in Danish society—involving both the ob-
ligations of the rich to the poor and the role of Denmark in the world—to
solidify public backing of a relatively large amount of aid. The institutions
of the Danish political system encouraged a policy of generous aid-giving,
especially the reliance on minority governments with a social democratic
orientation, where small parties (with a particular interest in development
and aid) could periodically exert considerable influence. Key interests in-
side and outside government (including, importantly, both diplomatic and
development-oriented interests) reinforced one another in supporting the
amount, country allocation, and use of aid. And the organization of Dan-
ish aid privileged the development orientation of that aid (through the
DANIDA Board) and sought to engage commercial interests as well. The
commercial engagement and orientation of Danish aid was a price paid for
broad support.

Furthermore, the government proved adept at engaging public backing
for foreign aid. Early on, the government undertook to inform its public on
aid through its own activities and information but also through working
with NGOs that supported aid. NGOs were urged to do their own “develop-
ment education” with the Danish public through conferences on aid-related
issues, exchanges of persons with developing countries, programs in the
schools aimed at educating youth, and a host of other activities. In the 1990s
the Danish government spent roughly $4 million per year on “development
education” (rising to $10 million by the end of the decade)—double what
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the United States spent for a population over fifty times as large. All of these
factors help explain both the high levels of Danish aid and the emphasis on
development and related purposes. But then, how can we explain what at
first seemed like a sudden and sharp shift in the amount and possibly the
orientation of Danish aid after the election in 2001?

What this shift shows is, first, the importance of how the ideas justifying
aid are presented to the public. In contrast to the Social Democrats, the
Liberal-Conservative coalition that won election in 2001 did not talk about
aid as an obligation of the rich to help the poor but reframed aid as trading
off with domestic expenditures, especially on health, in a time of budget
stringencies. Resource shortages at home were seen to have some relation-
ship with high taxes and high levels of immigration (which itself brought
high costs to Denmark in the social services provided immigrants). The
reframing of aid-giving helps explain why public opinion, which had been
so supportive of high levels of aid turned so quickly to support cuts in aid.
Finally, the very political dynamic that supported high aid levels—the co-
alition politics associated with a parliamentary system based on propor-
tional representation— can also produce the opposite result: that is, support
within government for reducing aid levels based on center-right coalition
politics.

However, the changes in aid-giving undertaken by the new govern-
ment proved limited. Aid fell in 2001 and 2002 but rose again in 2003.
Government statements on aid took on a more hard-headed tone, with
more emphasis put on selectivity of recipients, the importance of results,
and issues of national security, conflict, and terrorism. But poverty reduc-
tion remained at the top of the government’s priorities for aid-giving. There
was no major rupture in the purposes or amount of Danish aid despite the
shift from a left-oriented to a right-oriented government (although there
were ample signs of the rising importance of refugee management and repa-
triation as a purpose of Danish aid). Being a “front-runner” in aid-giving
had become embedded in the Danes’ image of themselves vis-a-vis the rest
of the world and a genuine expression of their identities and norms. Fur-
ther, the government, over many years, had built a broad “resource base”
for high levels of aid-giving to fight poverty abroad. That base remained
strongly supportive of development aid even though the political orienta-
tion of the government changed. And the voice for aid-giving inside the
Danish government— the Ministry of Foreign Affairs—was an influential
one. The inevitable conclusion is that, with foreign aid as with other public
policies and programs, while political leadership can change dramatically,
fundamental policies and broadly shared values, identities, and under-
standings do not shift so rapidly.



CHAPTER 8

Conclusions and Conjectures

This book has addressed the question “Why aid?” It has attacked the ques-
tion at two levels—one describes the multiple and evolving purposes of aid-
giving over the past half-century or so; the other digs into the political
forces within five aid-giving countries that have shaped those purposes. It is
the task of this final chapter to pull together the answers provided by the
history of aid and the five case studies. I will do two additional things in this
chapter: draw out several of the policy implications of my conclusions and,
finally, peer into the future of foreign aid.

AID’S ORIGINS AND EVOLUTION

Foreign aid began as one thing and became another. It began as a realist re-
sponse to the deepening Cold War between East and West. While continu-
ing to be deployed in the service of national interests, aid eventually created
the basis for a new norm in relations between states—that better-off states
had an obligation to provide aid to less-well-off states to better the human
condition in the latter. That norm did not exist in the middle of the twenti-
eth century. It was widely accepted and unchallenged by the end of the cen-
tury. For those of a theoretical bent, foreign aid must be understood through
the lenses of both realism and constructivism. No one theory can ade-
quately explain this twentieth-century innovation in relations between
states.

Looking back, there is a political logic to the evolution of aid’s purposes.
Aid (apart from aid for relief) began in the United States in 1947 as a re-
sponse to an external threat—it was a temporary expedient to bolster the
economies of Greece and Turkey in the face of communist pressures. With-
out those pressures and the broader threat to security in Southwest Asia
and the Middle East and later in Western Europe, the United States would
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not have begun an aid program then and, given the fiscal conservatism and
isolationist tendencies in Washington, might not have begun one at all.
Later, as the Cold War spread to the developing world, the US government
put pressure on the governments of Western Europe, Canada, and ]apan to
create their own aid programs. These pressures played an important role —
though not the only role—in persuading governments in Western Europe
and Japan to establish or expand their own aid programs and to create gov-
ernment aid agencies to manage them in the 1960s. Most of these govern-
ments also had national interest reasons and, in some cases (like Denmark),
domestic pressures for creating aid programs—managing decolonization,
gaining access to strategic raw materials and export markets, reintegrating
with the world community of states. The United States was pushing on an
open door.

By the 1970s, aid had become a common element in relations between
rich and poor countries. And during that decade and the one that followed,
aid for development became increasingly prominent among aid’s multiple
purposes. For example, the portion of aid given to the least developed coun-
tries more than doubled between 1970 and the mid-1980s, the terms of
aid-giving softened significantly, and the uses of aid shifted from funding
economic infrastructure to social services and the more challenging prob-
lems of institutional and policy change. Further, during the 1990s and early
years of the new century, aid-giving governments signed agreements to
limit the commercial uses of aid, reducing the prominence of that purpose
in aid-giving.

What led to the increase in priority for aid’s development purpose? A key
factor was the establishment within most donor countries of a political con-
stituency for development aid. This constituency existed both inside and
outside governments. Outside government, NGOs supporting aid grew in
numbers and influence in most major aid—giving countries, at times acting
in an informal alliance with government aid agencies. Inside government,
aid agencies were set up, expanded their budgets and their staffs, strength-
ened their professional capacities, and increased their “development edu-
cation” programs with their own publics. The importance of constituencies
for development aid inside and outside government in influencing aid’s
purposes is underlined by the experience of those countries—Japan and
France —where such constituencies were weak or lacked access and where,
as aresult, the development purpose of aid was the weakest.

Aid-giving governments also had pressures on them from outside their
countries to elevate the amount of their aid and its development orienta-
tion. Some of these pressures came from other governments. Many em-
anated from a group of international development aid agencies, including
the Development Assistance Committee of the OECD, the World Bank, the
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regional development banks, and the many UN agencies and organizations
involved with aid issues (the UN Development Program, the Food and Agri-
culture Organization, other UN specialized agencies, the Economic and
Social Council, and even the UN General Assembly), which, through a va-
riety of means, pressed rich governments to increase the amount and qual-
ity of their development assistance. External pressures appear to have been
most effective where they resonated with internal constituencies for devel-
opmentaid (e.g., in the Nordic countries) or, over the longer run, when they
stimulated changes in those constituencies (e.g., urging the creation and
strengthening of NGOs, as in Japan). But at a minimum, they succeeded in
keeping development aid on the international agenda of all aid-giving
governments and before the public and elites in those countries. External
events, such as the two major famines in Africa in the 1970s and 1980s,
raised the visibility in aid-giving countries of human suffering abroad —in-
cluding problems of hunger as well as starvation and the role of aid in ad-
dressing those problems. They led both to an expansion of the constituency
for development aid (that is, by stimulating the establishment of NGOs,
which became advocates for development aid) and to strengthening the
norm among publics and elites that governments had a responsibility to re-
spond to human suffering abroad. (Humanitarian relief was highly moti-
vating for the public in aid-giving countries, but humanitarian crises also
often led into increased support for development aid—at least for several
years in the aftermath of such crises—to deal with the underlying problems
of human suffering.) The HIV/AIDS pandemic appears to have had a simi-
lar effect by the beginning of the new century. Thus, over a period of a half-
century, publics and elites in rich countries came to accept the appropri-
ateness and even the obligation of governments of rich countries to provide
aid to governments and peoples in less-well-off ones.

Development-oriented NGOs and international organizations helped
not only to promote an aid-for-development norm but sought to hold gov-
ernments to account in fulfilling it. This does not mean that aid was not
used for other purposes—such as Cold War containment, fighting terror-
ism, fortifying spheres of influence, or expanding markets for exports.
These other purposes, tied to national security or economic interests, re-
mained important and even essential to sustain high volumes of aid during
the period of this study. But the development purpose of aid was no longer
challenged as inappropriate, and, indeed, governments were increasingly
forced to justify nondevelopment uses of their aid.

In the wake of the end of the Cold War in the 1990s, foreign aid fell in
many donor countries, and the proportion of aid provided the poorest
countries also fell, while the purposes for which aid was provided ex-
panded to include promoting democracy, supporting economic and social
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transitions, addressing global issues, and mitigating conflict. The termina-
tion of the Cold War made foreign aid vulnerable to cuts in some countries,
but two other factors played even more prominent roles in the drop in aid
levels: economic and budgetary problems in donor countries and deepen-
ing doubts about the effectiveness of aid in spurring development, espe-
cially in sub-Saharan Africa.

The decreases in aid in the 1990s energized the constituency for devel-
opment aid in many aid-giving countries to campaign for an increase in aid
levels and a greater focus on development. Undoubtedly in part because of
these efforts, public support in Europe and the United States for helping
people in poor countries began to increase at the end of the twentieth and
the beginning of the twenty-first centuries, as polls in the United States and
European countries show.!

In the late 1990s and early years of the twenty-first century, governments
in a number of aid-giving countries sought to reorganize their assistance to
align it more closely with DAC development aid standards. These changes
may have been hastened by the tragic events of September 11, 2001, and
other terrorist attacks in Europe and elsewhere, which called the world’s at-
tention to problems of poverty, despair, and conflict in poor countries, but
plans for aid increases and aid reforms preceded the terrorist attacks. Some-
thing more fundamental was at work—an embedded aid-for-development
norm, supported by a growing domestic constituency. However, experience
also suggests that an aid-for-development norm is not unconditional — it as-
sumes that such aid is relatively effective and that economic conditions in
aid-giving countries are sufficiently buoyant so that aid abroad is not seen
as taking badly needed assistance away from people in distress at home.
Within this broad historical pattern, each of this book’s country case stud-
ies shows significant differences in the domestic political forces affecting
the purposes of their aid—above all in the ideas and institutions shaping
those purposes.

FINDINGS FROM COUNTRY CASE STUDIES

It is often thought that the main purpose of US aid is diplomatic —for most
of the period of this study, fighting the Cold War. That impression is mis-
taken on two counts. Important among the diplomatic purposes of US aid
has been peace-making, primarily in the Middle East. But more basically,
roughly half of total US aid has been used for development and associated
purposes. What has, in fact, marked US aid is its continuing dualism —the
mix of diplomatic and development purposes. One reason for the dualism
is found in the ideas shaping that aid, specifically the debate in the United
States between libertarians, or classical liberals, on the political right, who
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argue that the role of the state in the economy should be limited and that
foreign aid is an inappropriate or ineffective use of public resources, and
the “humanitarians” on the political left, who argue that the United States
should, as one of the world’s richest countries, use its public resources gen-
erously to help the poor abroad. These arguments on the rightness of aid—
not nearly so evident in other aid-giving countries—have been amplified
by the adversarial nature of the US political system. They go a long way in
explaining why aid has been so controversial in the United States, why
support for foreign aid among the US public has been consistently lower
than in any other major aid-giving country, and why, to garner enough
support for annual aid appropriations, both diplomatic purposes (to gain
the support or acquiescence of the conservative right or influential for-
eign affinity lobbies, especially that supporting the state of Israel) and de-
velopment purposes (to obtain the support of the humanitarian left) have
been essential. What will be interesting to watch in the future of US aid is
whether the growing support of aid for humanitarian and development
purposes from the Christian right will bring about a fundamental shift in
the domestic politics and, ultimately, strengthen the development pur-
pose of US foreign aid.

Japanese aid is often regarded as motivated primarily by commercial
purposes —as a vehicle for expanding Japan’s exports. Commercial interests
were important in the first two decades of Japanese aid-giving, but even
then they were nested in broader diplomatic purposes of the Japanese gov-
ernment. What was missing in Japan’s aid was a major development focus,
even after commercial purposes declined. Why was this so? Because Japa-
nese traditions, in contrast to much of the West, put a low priority on pub-
lic charity (families were supposed to take care of their needy), and the em-
phasis on a strong state and family left little room for civil society and, by
implication, the nongovernmental organizations that populate the political
landscape of aid-giving in the United States and Europe. As a result, the val-
ues and political constituencies sustaining public resources for develop-
ment in other countries were weak in Japan (though over time and with
international pressures, this began to change). The thing to watch in the fu-
ture of Japanese aid is whether an emerging constituency for development
outside government will eventually prove influential enough to strengthen
the development focus of Japan’s aid, overcoming, or forcing reforms in, the
fragmented organization of Japanese aid within government.

France presents yet another combination of domestic political factors
affecting its aid. French aid is often interpreted as primarily driven by post-
colonial policies of maintaining a sphere of predominant influence, primar-
ily in sub-Saharan Africa. This is true as far as it goes. But why did France
choose to use its aid for so long in this way, even in the face of rising do-
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mestic criticisms that its aid was being wasted or helping corrupt dictators
stay in power? Much of the answer has to do with widely shared ideas
about France’s rightful role in world politics, together with a highly cen-
tralized and not very transparent government (the National Assembly had
little involvement in or even knowledge of the details of French aid, and
development-oriented NGOs had little access to government decision-
making) with an internal organization, reinforced by informal private net-
works, that privileged the use of French aid for diplomatic purposes. This
system is beginning to break down with the passing of the Gaullist genera-
tion of politicians in Paris and the criticisms of younger political elites not
tied to Frangafrique. Whether reforms in the organization of French aid—
highly fragmented like that of Japan—will lead to a more coherent, ac-
countable, development-oriented program of aid is still in question and is
the key thing to watch for in the future.

German aid shows a trend of diminishing diplomatic and commercial in-
fluences and an increasing concentration of responsibilities for aid policies
in its Ministry of Development. Set up as a result of coalition politics in
1961, the ministry was initially a shell with few responsibilities for aid. But
over time, its existence provided a political logic for successive ministers to
argue successfully for greater control over German aid. That aid decreased
dramatically during the economic stresses of the 1990s—especially the
costs of absorbing East Germany—but it rebounded at the beginning of the
new century, supported by a sizable and active NGO constituency for de-
velopment aid and an activist minister of development who was also vice
chairman of the Social Democratic Party—the leading party in the govern-
ment coalition. Germany is committed to a substantial increase in its aid in
coming years. The thing to watch is whether aid is of sufficient priority to
the government for it to fulfill this commitment.

Denmark offers yet another contrast in the domestic politics of aid. Its
embrace of social democratic ideas that the rich should assist the poor and
that government was an appropriate vehicle for that assistance at home
translated relatively easily to acceptance of development aid abroad. Its par-
liamentary system based on proportional representation reinforced the
prominence of development aid as successive governments had to bargain
with small political parties—some of which put development aid at the top
of their political priorities—to create governing coalitions that raised the
amount and development orientation of Denmark’s aid. The government’s
need to create an adequate “resource base” (i.e., domestic constituency) for
aid led it to allocate a significant portion of its aid initially to promote Dan-
ish commercial interests abroad, but this use was gradually limited over
time as development criteria increasingly governed the allocation and use

of this aid.
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Denmark illustrates yet other interesting aspects of the domestic politics
of aid. That country’s growing backlash against immigration and heavy gov-
ernment taxes led to the election in 2001 of a center-right coalition that re-
framed foreign aid —portraying it not as an extension of social democratic
values abroad but as an expenditure abroad that traded off against needed
health expenditures at home. The new government cut Danish aid by 10
percent, dropping that country to second place in relative generosity. But
the government did not attempt to cut Danish aid further, possibly because
such a move would have collided with considerable domestic resistance.
Public support for aid, although declining after the election in 2001 (re-
flecting the reframing of aid in terms of domestic norms and preferences),
was still strong. The thing to watch in Denmark is the extent to which the
reelected center-right government will try to reorient Danish aid toward
reducing the number of immigrants in the country and keeping others at
home. Two elements in Danish identity appear to be in conflict when it
comes to Denmark’s aid: its long tradition of caring for the poor at home and
abroad versus guarding an ethnically and culturally homogeneous country
that seems to many Danes to be threatened by a sizable number of immi-
grants and refugees from very different cultures and countries. Given the
sensitivities in many European countries to sizable immigrant populations
within their borders, Denmark may show us one of the future faces of aid in
that part of the world.

FURTHER INSIGHTS FROM THE CONCEPTUAL
FRAMEWORK

The conceptual framework of this study—including ideas, institutions, in-
terests, and organization —was intended to provide a basis for analyzing the
politics of aid in five countries. But the framework itself invites us to con-
sider more general insights regarding the domestic politics of aid-giving.

First, norms are important in shaping and sustaining aid-giving. But how
aid is framed in terms of those norms is also important. The impact of
norms and framing is evident in a number of my cases—especially in the
United States, where prominent members of the Christian right, previously
skeptical about foreign aid, have begun to reframe certain kinds of aid as
“Christian duty.” (This view of aid has long been held by Christian Demo-
cratic parties in Europe but not so prominently in the United States, per-
haps because of the prevalence there of classical liberal views on the politi-
cal right, which in general strongly favor a minimal role of government in
society and oppose public welfare programs.) What has led to this refram-
ing of aid in the United States? It seems likely that the emergence of a more
educated, activist, and internationalist Christian right, led by elements of



CONCLUSIONS AND CONJECTURES 219

the evangelical community (which has increasing numbers of missionaries
in developing countries), together with the rapid growth of local evangeli-
cal movements in Latin America and sub-Saharan African, have fed this
trend, both through learning and the experience of poverty and deprivation
abroad. The support for increased aid from the evangelicals and the Chris-
tian right facilitated passage through the US Congress of significant in-
creases in US aid proposed by the Bush administration (though this was not
the only factor supporting the increase in US aid).

The case of Denmark provides another illustration of the power of the
way aid is framed—in this case, by center-right parties linking it directly
and indirectly to the contentious issues of immigration, high taxes, and in-
adequate expenditures on domestic health services. Support for aid in Den-
mark fell when the center-right parties made these links in their electoral
campaign, preparing the ground for a cut in Danish aid when the center-
right took power in 2001. Both of these cases illustrate that aid can be
framed and reframed in terms of a number of domestic norms, and effec-
tive framing can have significant and immediate consequences for the
amount and orientation of foreign aid and, over time, for the purposes of
aid. The case of Denmark also suggests, however, that there may be limits,
based on widely shared societal values extended over a considerable period,
on how much change in aid levels and possibly aid’s purposes can be imple-
mented through reframing. The center-right coalition refrained from cut-
ting aid below the initial 10 percent, anticipating significant resistance to
further cuts from the public and the Danish aid lobby.

The case studies confirm the argument, suggested at the beginning of the
book, that the structure of governments, combined with electoral rules, can
influence the purpose of aid. The need to create governing coalitions led to
enhanced aid for development as a price of coalition building and mainte-
nance, affecting the organization of aid in Germany and the amount of aid
and aid’s purposes in Denmark up to 2001.? This dynamic does not work in
the winner-take-all presidential system of the United States, which dis-
courages the formation of small political parties favoring niche issues (even
though there might well be an adequate constituency base for such parties
in the United States if electoral rules were based on proportional represen-
tation and the system were a parliamentary one).

The case of Denmark illustrates the proposition that informed and en-
gaged legislatures can affect aid’s purposes. The Folketing often debated aid
issues and was long a vehicle for education and consensus-building among
political elites and the public on Danish development aid. The opposite case
is found in France and Japan, where the legislatures played no role in aid—
they were mostly uninformed and seldom debated aid issues, leaving aid
policies and decisions opaque and not subject to public scrutiny or in-
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fluence. Where legislatures do not hold the executive branch to account,
the public may strongly support aid, but it may be little informed about the
actual uses of that aid and have little impact on them. The public and polit-
ical elites can also turn sharply against aid when scandals erupt involving
the use of aid for commercial or political purposes, as they have in the less
transparent aid systems of ]apan and France.

The importance of a constituency for development aid and its degree
of access to government is well confirmed by my cases. Where that con-
stituency was weak or lacking in access—as in Japan and France, respec-
tively—the development purposes of aid were weak. Where that constit-
uency was strong and well connected to government decision-makers, as in
the case of Denmark, aid’s development purposes were much more promi-
nent. However, the cases of the United States and Denmark suggest an
amendment to this proposition. A constituency with access to government
may ensure that aid’s development purpose is prominent, but it is not usu-
ally adequate to ensure that development is aid’s only purpose. In both coun-
tries, other interests influence the purposes of aid —in Denmark, commer-
cial interests, and in the United States, diplomatic ones. And these other
interests proved essential to carrying sizable aid budgets forward year after
year in these political systems.

Fifth, the case studies also demonstrate a relationship between the way
a government organizes its aid and the priority of development in aid’s pur-
poses. Development has gradually become a more prominent purpose in
German aid as the Ministry of Development has increasingly gained re-
sponsibilities over Germany’s aid programs. The fragmented aid organiza-
tions in France and Japan have contributed to the weak development pur-
pose in those government’s aid programs, and the stickiness of these
systems has impeded efforts to elevate that purpose through government
reorganization.

The bureaucratic location of aid also matters, though the relationship be-
tween location and aid’s development purposes is not as simple or straight-
forward as aid practitioners have often assumed. One would expect that a
ministerial level development aid agency would carry more influence in
government than a subcabinet-level aid agency. The case of Germany, com-
pared to that of the United States, would seem to validate this prediction.
But the case of Denmark—where aid has been fully merged into the Min-
istry of Foreign Affairs—suggests a caveat. The development purpose of
Danish aid has not been overwhelmed by Denmark’s diplomatic policies,
because those policies regarding developing countries are consistent with
furthering development. In contrast, for the United States, in a position of
world leadership, diplomatic goals (e.g., peace-making in the Middle East,
containing communism, fighting terrorism) have a high priority in the mis-
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sion of the Department of State and can collide with development purposes
when aid is needed to reward regimes, even corrupt and incompetent ones,
which support US policies. The potential inconsistency between develop-
ment and diplomatic goals was at the heart of the conflict on the issue of
merging USAID into the Department of State in the 1990s and remains
alive at the time of this writing.

One further lesson on aid organization is suggested from the case stud-
ies. Even though aid systems are difficult to reform where such reforms
involve major changes in government bureaucracies, change can occur
through the creation of entirely new agencies—as in the case of the Mil-
lennium Challenge Corporation in the United States. This approach avoids
costly confrontations with existing agencies and the interests they repre-
sent but has the downside of further fragmenting the overall organization
of aid.

A final comment needs to be made about the interaction of domestic and
international factors in shaping aid’s purposes. If domestic political forces
are so important in influencing foreign aid, why has there been an obvious
convergence in the purposes of aid over the past decade and a half among
different aid-giving governments? Part of the answer is that external pres-
sures, sustained over time, can change the fundamental determinants of
aid’s purposes. Prolonged external pressures on governments of rich coun-
tries to provide more and better aid for development have affected the way
publics, and particularly political elites within aid-giving governments,
think about what the purposes of aid should be and how their government
measures up. They have, as in the case of Japan, encouraged governments to
support the establishment and strengthening of development-oriented
NGOs that, in turn, become lobbies for aid for development. External pres-
sures have put development issues on the political agendas in many aid-
giving countries over a period of time, helping to inform their publics on
aid-giving and development needs abroad. In some cases, where govern-
ments have claimed a major world role in development aid—as in Japan,
France, and Denmark— criticisms from abroad have provoked criticisms at
home and have eventually motivated governments to bring their policies
more into alignment with international norms for development aid.

Many of the factors leading to a convergence in aid’s purposes in the
1990s and early years of the twenty-first century relate to events within aid-
giving countries rather than external pressure or events: the passing of a
generation in France that cleared the way for new approaches to aid-giving;
the beginnings of greater accountability in Japanese political institutions;
the resistance to immigration in Denmark; the rise of the evangelicals in US
political life. International events, trends, and pressures are important
sources of change, but they often work through domestic political forces,
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and those forces also produce change, independent of what is going on be-
yond their borders.

IMPLICATIONS FOR POLICY

It was not the purpose of this book to generate policy recommendations.
But there are two implications of this study that stand out as obvious, com-
pelling, and little addressed by policy-makers. “Aid effectiveness” has almost
always been defined as “developmental effectiveness,” and assessments of
aid’s impact on growth have often found aid to be ineffective. Yet one of the
lessons from this study is that aid’s purposes have always been mixed, re-
lated in significant part to the domestic political forces influencing the
amount, allocation, and use of aid. And it seems likely that, despite an aid-
for-development norm, aid’s purposes will continue to be mixed in the fu-
ture. It is, therefore, irrational and potentially highly misleading to evaluate
all aid according to only one of its purposes. What has long been missing is
an effort to identify in detail and evaluate those other purposes of aid and to
apply development criteria only to that aid that is primarily directed at de-
velopment purposes.® Roughly half of US bilateral aid might fall into the
category of “aid primarily for nondevelopment purposes”—much of it tied
to diplomatic purposes of various kinds—which should be evaluated as to
whether it achieved those purposes. For example, was US aid for peace-
making in the Middle East effective in helping to further peace between
Israel and its neighbors? To what extent was aid successful in resisting the
expansion of communism in Europe in the 1940s and 1950s and Central
America in the 1980s? How effective has French aid been in fortifying a
sphere of influence in Africa? To my knowledge, there has been no effort on
the part of any aid donor at any time to provide a rigorous evaluation of its
aid programs for purposes other than development.

This lack of a comprehensive effort to evaluate aid effectiveness in terms
of its various purposes is not just a problem of bureaucratic untidiness. It is
highly relevant to the future of development aid. The increases in aid dur-
ing the early years of the twenty-first century have been justified in part on
the promise that aid will be more effective in the future than it has been in
the past, based on greater selectivity of recipients, better “ownership” on the
part of recipients, and improved aid management through an emphasis on
results. Yet aid is still provided for mixed purposes. If evaluations of aid’s im-
pact in the future continue to apply development criteria indiscriminately
to all aid rather than distinguish among aid’s different purposes and if future
evaluations find that aid’s impact on development is still disappointing,
there could well be an unjustified backlash against aid in general among the
public and political elites in aid-giving countries. It is important to take the
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full range of aid’s purposes into account in making our evaluations, and we
are not there yet.

A second policy implication involves aid effectiveness. All the donor
governments in this study have committed themselves to increase their aid
for development substantially throughout the remainder of the first decade
of the twenty-first century. If they should seek to fulfill that commitment
(which is not guaranteed), most of them lack the organizational capacity to
manage dramatic increases in aid. The fragmented systems of the United
States, Japan, France, and even Germany will make policy coordination
within aid-giving governments, the design and implementation of greatly
expanded development-aid programs and projects, and their monitoring
and evaluation very challenging. Yet major increases in aid will have to be
allocated and disbursed quickly; large and growing pipelines will lead legis-
latures to go slowly on approving increases in aid, as the US Congress has
done with the Millennium Challenge Account. But moving large amounts
of aid quickly, especially in fragmented donor aid systems, risks using it
poorly, compelling donor governments to transfer the bulk of it to the gov-
ernments of poor countries (rather than using NGOs and other intermedi-
aries, for example, for small, community-based activities), which them-
selves lack the capacity to use aid well and the systems to ensure it is used
for the purposes intended. If rapidly rising amounts of aid are wasted or fuel
corruption in recipient countries, public support for aid in donor countries
could erode and lead to a drop in aid in the future. Organization—and ca-
pacity—matters more than ever, both among donor and recipient govern-
ments.

CONJECTURES ABOUT THE FUTURE OF AID

Looking forward into the twenty-first century, diplomatic uses of aid will
remain, especially for the United States, as it continues to pursue a role of
global leadership. Peace-making will still demand resources, as will efforts
to eliminate terrorism, weapons of mass destruction, crime, and drugs. De-
mands on aid for diplomatic purposes will likely increase if major interna-
tional tensions arise —for example, from a Europe attempting to create a
balance of power against the United States, or from a China asserting its in-
fluence in Asia and beyond. Global problems, such as climate change, the
international transmission of disease, and shortages of water and energy,
are likely to intensify with expanding world population and increased in-
comes and these will bring greater demands for aid to address them.

But from the perspective of 2006, it appears that the main purpose of
aid will remain the challenge of development and poverty reduction. And
this challenge will be increasingly concentrated in sub-Saharan Africa. At
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the heart of this challenge will be figuring out how to strengthen the per-
formance of institutions—the rule of law, the responsible and competent
functioning of governments and their leaderships, and the behavior of mar-
kets. We are still far from understanding why governments have performed
so poorly in much of Africa and how to help them improve their perfor-
mance —not just their capacities but their probity as well —and what to do
about it. Where governments do not perform to meet the minimal needs of
their populations, they can fail—their societies can dissolve into civil con-
flict. And this tendency, evident not just in Africa but in parts of Asia and
even Latin America, is already leading aid-giving governments to create a
new purpose of aid: preventing state failure and civil conflict. At the time of
this writing, a number of aid agencies—USAID in the United States, the
Department for International Development in the United Kingdom, and
the Japan International Cooperation Agency—were beginning to think
through the meaning and causes of state failure and the possible use of aid
to respond to that failure.* It will likely evolve into a new purpose of aid once
we can gain a better grasp on how to address it.

This is the bad news regarding the future context of aid. There promises
to be much good news as well in the world of 2010 and beyond, with im-
plications for the future of foreign aid. First, China and India—if they
continue to grow—will further reduce world poverty. There are hundreds
of millions of people still desperately poor in those countries, but steady
growth over a decade or more could make a major difference, as it has al-
ready done in China over the past several decades. However, that growth
will carry costs as well — costs to the world environment, pressures on food
production (as better-off Chinese and some Indians shift from grain to pro-
tein consumption), and pressures on water resources, already scarce in both
countries. These consequences of success may increase the priority of ad-
dressing global problems with aid resources in the future.

There is another set of trends, already evident in the world of the early
twenty-first century, that could bring good news for the world’s poor as
well as challenges for aid-giving. First is the rapid aging of the populations
in Europe and Japan (and even, China). If these countries are to maintain
their standards of living, they may be forced to open up to immigration,
largely from poor countries. Immigration could lead to large remittance
flows (even larger than the nearly $100 billion per year in remittances dur-
ing the first half of the 2000s) that could provide much enlarged resources
to families and communities in poor countries. But there is a major chal-
lenge for host countries in managing immigration without provoking a
backlash from their own citizens (one that is already evident in Europe and
has even begun to affect the amount and use foreign aid, for example, in
Denmark).
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Then there is the emerging world of “many-to-many” in aid-giving just as in
telecommunications. For much of the period of this study, foreign aid was
the principal source of concessional development finance from rich coun-
tries to poor countries, and that finance was often delivered on the basis of
one-to-one (government to government, sometimes via international or-
ganizations). With the increase in NGOs working in developing countries,
aid began to look like one-to-many—provided to central governments, to
local governments, and to local NGOs and even private enterprises to pro-
mote economic and social progress. But public aid remained the predomi-
nant source of external concessional financing in development in poor
countries. What has become evident at the beginning of the new century is
that private giving of all kinds, aimed at development and reducing poverty,
has begun to increase substantially. In addition to the world’s major foun-
dations, such as Ford, Rockefeller, and Sasakawa, large amounts of funds
have been provided from individuals through their own newly created foun-
dations—for example, the Gates Foundation, the Open Society (funded by
George Soros), and other, often substantial, private donors.

Further, corporations have begun to expand their funding of develop-
ment activities in poor countries, from their own company foundations,
from their marketing divisions, or from individual giving programs located
within corporations. Some of these private development transfers are in the
form of “venture development” or “venture philanthropy”—investments by
rich individuals and venture capital-type firms in organizations (NGOs,
businesses) in poor countries for socially beneficial and often profit-making
activities—what are called “double bottom-lines.” Some are transfers to
social entrepreneurs—individuals with a vision and energy to bring about
beneficial change in their communities but without the intention of mak-
ing a profit. A number of organizations have sprung up in the United States
and Europe to encourage social entrepreneurs and bring them together
with funders. Ashoka, an NGO in the United States, has long sought out
social entrepreneurs to support them. The Schwab Foundation in Switzer-
land, established in 1998, has undertaken similar activities, as have the Kel-
logg Foundation in the United States and many others elsewhere. Internet-
based firms have begun to create portals in which individual and corporate
givers can transfer funds directly to NGOs working in poor countries to fur-
ther their activities.

It seems likely that by 2010 the amount of private giving and the number
of organizations and individuals funding and being funded to better the
human condition in the developing world will be far larger than it was in
2005. It promises to be a dynamic world of many-to-many. If even a portion
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of this activity proves effective, it could make a major change in poor coun-
tries, not just improving the quality of life at the community level but edu-
cating and energizing local groups to become active in pursuing their own
interests with their governments. And should that happen, governments—
even in Africa—will be forced to become more accountable to all their
peoples and eventually become the promoters of development rather than
the obstacles that so many of them have been in the past.

But this world of many-to-many will challenge aid agencies—what will
be the impact of a world of many-to-many on foreign aid —especially aid for
development? What opportunities and challenges will it present?

We can only speculate on the answer, but several consequences seem
likely. First, the more individuals and groups there are engaged in better-
ing the human condition abroad, the stronger the norm will become that
rich countries should assist poor countries to develop. Experiencing di-
rectly problems of poverty, conflict, disease, and environmental degrada-
tion can change norms and ideas and could not only strengthen the aid-for-
development norm in rich countries but expand the constituency for
development aid. But a world of many-to-many will create organizational
and management challenges for aid-giving governments. Most basically, it
can create coordination challenges beyond those that already exist among
aid-giving institutions. And it will challenge the leadership of public aid
agencies in the field of development: if they are to work effectively with the
widening variety of private development actors, they will need to be much
more flexible, nimble, and collaborative than they have been in the past.
There are some signs that aid agencies are waking up to these challenges
and opportunities—USAID, for example, created a new program sponsor-
ing “public-private partnerships,” and other agencies have begun to look for
such partnerships as well.

The experience of a half-century of the “innovationin. . . foreign policy”
identified by Hans Morgenthau and cited at the beginning of this book sug-
gests that foreign aid—and the norms and constituencies created around
it—will remain a common and familiar element in relations between coun-
tries in the rapidly changing world of the twenty-first century. Its purposes
will continue to be mixed—with human betterment at its core, but with
diplomatic goals still important, especially to the United States and other
governments aspiring to leadership roles in the world. New and at present
unforeseeable purposes are likely to be added as the pace of technologi-
cal change —especially information technologies—accelerates and as the
world of many-to-many evolves. For all that, domestic political forces—
themselves increasingly influenced by trends beyond their borders—will
remain key factors in the future of foreign aid.
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For example, to what extent have donors honored their commitments to reward democra-
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15. The Development Assistance Committee of the Organisation for Economic Co-
operation and Development was created in 1959 (and initially called the Development As-

sistance Group) as an international club of aid-giving governments in North America, West-
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cially for comparative purposes.) The DAC defines official development assistance (ODA)
as grants or loans to poor countries and territories in Part 1 of the DAC list of aid recipi-
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Amartya Sen, Development as Freedom (New York: Anchor Books, 2000).

17. For example, “development” typically aims at bringing about beneficial change in a
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“Addressing global issues” aims at dealing with particular problems of a transnational scope,
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not at bringing about beneficial change throughout that society or reducing poverty there
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end in itself, a separable purpose distinct from bringing about economic and social progress
in poor countries. Similarly, “conflict mitigation” may be important to furthering develop-
ment, but it is also an end in itself and involves activities quite different from those intended
to produce economic and social changes.

18. Aid can expand activities other than those to which the aid is tied, because it is fun-
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